ICXTED 
NMENT^J 
STION ^ 

GVOX 


,/S\ 


FEDERAL 



REGISTER 


VOLUME 24 


"V/ 1934 <z& 

* ^A//TEO ^ 


NUMBER 254 


Washington, Thursday, December 31, 1959 


Title 6—AGRICULTURAL 
• CREDIT 

Chapter III—Farmers Home Adminis¬ 
tration, Department of Agriculture 

SUBCHAPTER C— OPERATING LOANS 
[FHA Instruction 441.11 

PART 341—POLICIES AND 
AUTHORITIES 

Approval Authorities 

Section 341.12, Title 6. Code of Federal 
Regulations (24 F.R. 8406) is revised to 
increase the loan approval authority of 
State Directors and to read as follows: 

§ 341.12 Ix>an approval. 

State Directors are hereby authorized 
to approve loans to eligible applicants 
subject to applicable policies and provi¬ 
sions contained in this subpart and Part 
342 of tliis chapter. In order to provide 
for any unforeseen need for credit and 
to protect the Government’s interest, 
ordinarily, it is necessary for a reason¬ 
able margin to be maintained between 
the maximum indebtedness limitation 
and the amount loaned to an applicant. 

(a) State Directors are authorized to 
redelegate, and to restrict or revoke such 
redelegations, to qualified State Office 
employees, County Supervisors, and GS- 
7 Assistant County Supervisors, author¬ 
ity to approve loans provided that 
County Supervisors and GS-7 Assistant 
County Supervisors may not be author¬ 
ized to approve loans which will result 
in an applicant’s becoming indebted in 
excess of $10,000 principal for loans 
made under Title II of the Bankhead- 
Jones Farm Tenant Act. as amended, 
and for Emergency loans. 

(Secs. 21, 41, 44, 50 Stat. 524, as amended, 
628. as amended, 530, as amended; 7 U.S.C. 
1007, 1015, 1018; Order of Acting Sec. of 
Agr.. 19 F.R. 74, 22 F.R. 8188) 

Dated: December 28.1959. 

Malcolm H. Holliday, Jr. 

Acting Administrator , 

Farmers Home Administration. 

IF.R. Doc. 59-11148; Filed, Dec. 30, 1959; 

8:46 a.m.J 


SUBCHAPTER F—SECURITY SERVICING AND 
LIQUIDATIONS 

[FHA Instruction 455.1 J 

PART 371—CHATTEL SECURITY 
Subpart B—Liquidations 

Subpart B, Part 371, Title 6. Code of 
Federal Regulations (13 F.R. 9454, 14 
F.R. 2435,16 F.R. 7379) is revised to read 
as follows: 

Sec. 

371.21 General. 

371.22 Policy. 

371.23 Approval of liquidations. 

371.24 Acceleration of unmaturcd install¬ 

ments. 

371.25 Advances to protect the Govern¬ 

ment’s Interest in security property 
pending liquidation. 

371.26 Sale of security property by borrow¬ 

ers. 

371.27 Repossession of security property. 

371.28 Care of repossessed property pending 

sale. 

371.29 Tests and Inspections of livestock. 

371.30 Authority to bid at execution or 

foreclosure sale conducted by U.S. 
Marshals or at liquidation sale by 
prior lienholders. 

371.31 Sale of repossessed property by the 

Government. 

371.32 Accounting for proceeds of liquida¬ 

tion sales. 

371.33 Handling civil and criminal cases. 

371.34 Care and disposition of acquired se¬ 

curity property. 

371.35 Reports of inventory transactions; 

acquired security property. 

371.30 Bankruptcy and insolvency. 

371.37 Deceased borrowers. 

371.38 Transfer and assumption of chat¬ 

tel security and debts. 

371.39 Agricultural Stabilization and Con¬ 

servation Service set-offs. 

371.40 Releases and satisfactions. 

Authority: 15 371.21 to 371.40 Issued un¬ 
der 7 U.S.C. 1015, 1025, 18 U.S.C. 590s. 590w; 
Order of Acting Sec. of Agr., 19 F.R. 74, 
22 F.R. 8188. Additional authorities are 
cited in parentheses following the sections 
affected. 

§ 371.21 General. 

This subpart establishes the policies, 
procedures, and authorities for liquidat¬ 
ing chattel security and disposing of 
chattel property acquired by the Gov¬ 
ernment through liquidation, and for 
handling civil actions, bankruptcy and 
(Continued on next page) 
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similar proceedings, and probate or ad¬ 
ministration proceedings, and alleged 
criminal violations. 

(a) Insured loans. When liquidation 
involving an insured loan is approved, 
the State Director will take immediate 
steps to obtain an assignment of the 
loan to the Government. 

(b) Definitions . (1) “Government” 

means the United States of America. 
Farmers Home Administration and its 
predecessor agencies, including the Re¬ 
gional Agricultural Credit Corporation, 
and the United States operating under 
“2(f) agreements” with State Rural Re¬ 
habilitation Corporations or other State 
agencies or officials pursuant to 40 U.S.C. 
440(f). 

(2) “Default” Is the failure on the 
part of the borrower to observe his 
agreements with the Government as con¬ 
tained in notes, mortgages, and other 
similar instruments. 

(3) “Liquidation” is the act of (i) sell¬ 
ing chattel security property in line with 
the policies expressed in § 371.22 for the 
purpose of closing out the loan in those 
cases in which it has been determined 
that no further assistance will be given, 
or (ii) instituting civil suit against a 
borrower or a third party to recover 
chattel security property or the value 
thereof, or to recover amounts owed the 
Government, or (iii) filing claims in 
bankruptcy or similar proceedings or in 
probate or administration proceedings 
for the purpose of closing out the loan. 
Cases which become paid up from the 
normal farm income or income resulting 
from the planned reduction in the size 
of the enterprise or by refinancing will 
not be considered as liquidations. 

(4) “Civil action” refers to court pro¬ 
ceedings to protect the Government's 
financial interests such as by obtaining 
possession of property from borrowers or 
third parties, judgments on indebtedness 
evidenced by notes or other contracts or 
judgments for the value of converted 
property, or judicial foreclosure of secu¬ 
rity instruments. “Bankruptcy” and 
similar proceedings to impound and dis¬ 
tribute the bankrupt's assets to his 
creditors, and “probate” and similar pro- 
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ceedings to settle and distribute estates 
of incompetents or of decedents under a 
will, or otherwise, and pay claims of 
creditors are treated separately in this 
subpart and are not included in the term 
“civil action.’* 

(5) “Criminal action’* refers to court 
piosecution by the Government to exact 
punishment in the form of fines or im¬ 
prisonment for alleged violations of 
criminal statutes including, but not 
limited to, (i) unauthorized sale of mort¬ 
gaged property with intent to defraud, 
(ii) purchase of mortgaged property 
with intent to defraud and without pay¬ 
ment of the purchase price to the Gov¬ 
ernment, (iii) falsification of assets or 
liabilities in loan applications, Civ) ap¬ 
plication for a loan for an authorized 
purpose with intent to use and use of 
loan funds for an unauthorized purpose, 
(v) decision, after obtaining a loan, to 
use and using the funds for an unauthor¬ 
ized purpose and then making false 
statements regarding their use, or (vi) 
by scheme, trick, or other device, cover¬ 
ing up or concealing misuse of loan funds 
or unauthorized disposition of mort¬ 
gaged property or other illegal acts, or 
(vii) any other false statements or repre¬ 
sentations in any matter relating to 
Farmers Home Administration matters. 

(6) “Abandonment*' is the voluntary 
relinquishment of control by the bor¬ 
rower of security property without pro¬ 
viding for its care. 

(7) “Security property” is chattel 
property, including growing crops, which 
is under lien to the Farmers Home 
Administration. 

(8) “Repossessed security property" is 
security property of which the Govern¬ 
ment has custody, but which is still 
owned by the borrower. 

(9) “Foreclosure sale" is the act of 
selling security property by the Govern¬ 
ment either under the “Power of Sale" 
in the mortgage or through court 
proceedings. 

(10) “Acquired security property" is 
security property of which the Govern¬ 
ment has become the owner through 
liquidation action authorized by this siib- 
part and chattel property acquired by 
the Government by execution or other 
sales. 

g 371.22 Policy. 

(a) Liquidation. It is the policy of 
the Fanners Home Administration to 
continue with borrowers until they are 
able to graduate to other sources of 
credit so long as they have reasonable 
prospects of eventual success, and pro¬ 
vided they continue to make payments 
in accordance with their ability, account 
properly for the security property and 
otherwise meet their obligations under 
all loans owed the Farmers Home Ad¬ 
ministration. However, liquidation ac¬ 
tion will be undertaken when, under the 
above policy, it is determined that no 
further assistance will be given to a bor¬ 
rower and when one or more of the con¬ 
ditions set forth below exist. Ordinarily, 
before a decision is made to initiate 
liquidation action, the facts in the case 
will be presented to the County Com¬ 
mittee for consideration and recommen¬ 
dations. When liquidation action is 


taken, it is the policy to liquidate all 
security property or so much thereof as 
is necessary to pay the Farmers Home 
Administration indebtedness in full. 

(1) A borrower is delinquent and his 
refusal or inability to pay on schedule, 
or as agreed upon, is due to lack of dili¬ 
gence, lack of sound farming operations, 
or other circumstances within his con¬ 
trol. 

(2) A borrower whose loan was made 
with the expectation that he w f ould op¬ 
erate a farm, ceases to farm and volun¬ 
tary liquidation can be accomplished. 

(3) A borrower is in default by unau¬ 
thorized disposal of security property, 
or by not properly caring for security 
property to such an extent that the se¬ 
curity interests of the Government are 
or may be impaired, or by not account¬ 
ing properly for security property, or by 
some other action which resulted in bad 
faith in connection with his loan. 

(b) Civil action. Court action or other 
judicial process will be recommended 
when all other reasonable and proper ef¬ 
forts and methods to obtain payment, to 
remove other defaults, and to protect the 
Government’s security interests have 
been exhausted and when one or more 
of the following conditions exist: There 
is a need to repossess mortgaged prop¬ 
erty or foreclose a lien when such action 
cannot be accomplished by other means 
authorized in this subpart; there is a 
need for filing claims against third 
parties arising out of conversion or other 
action; the borrower fails to make pay¬ 
ments due on his debt in accordance with 
his reasonable ability to pay and has 
assets or income from which collection 
can be made; the Farmers Home Admin¬ 
istration or its security property becomes 
involved in court action through fore¬ 
closure by a third party lienholder or 
through some other action; or other con¬ 
ditions exist which indicate that court 
action may be necessary to protect the 
Government's interests. The County 
Supervisor is not authorized to commit 
the Government to Institute court action 
to effect collections. 

(c) Criminal action. When factual in¬ 
formation has been obtained in¬ 
dicating that criminal statutes of the 
United States may have been violated, 
such facts will be reported promptly. 

§ 371.23 Approval of liquidation. 

County Supervisors are authorized to 
approve liquidation of security property 
which can be accomplished by the use 
of Form FHA-217, “Agreement for Public 
Sale," Form FHA-851, “Statement of 
Conditions on Which Lien Will Be Re¬ 
leased," Form FHA-209, “Agreement for 
Voluntary Liquidation of Mortgaged 
Chattels." or under the “Powder of Sale'* 
in the lien instrument. 

§ 371.21 Acceleration of unmatured in- 
«failments. 

When a case has been approved for 
liquidation, the unmatured installments 
will be accelerated, 

§ 371.23 Advances to protect the Gov¬ 
ernment's interest in security prop¬ 
erty pending liquidation. 

(a) When liquidation has been ap¬ 
proved and property serving as security 


is in imminent danger of loss or deteri¬ 
oration, State Directors are authorized 
to protect the Government’s interest and 
approve advances in payment of de¬ 
linquent taxes or assessments which con¬ 
stitute a lien prior to the lien of the 
Farmers Home Administration in ac¬ 
cordance with § 371.32. premiums on in¬ 
surance essential to the protection of 
the Government’s interest, and other 
costs necessary to protect or preserve 
property serving as security, including 
necessary transportation costs. How f - 
ever, such advances may not be made 
unless the amount advanced becomes a 
part of the debt secured by the Govern¬ 
ment’s lien, or for expenses of adminis¬ 
tration of estates or for litigation costs. 
Such advances may not be made in any 
case after the United States Marshal 
or other similar official has taken pos¬ 
session of property to be sold by him, 
but if he seizes the property and de¬ 
livers it to the Farmers Home Adminis¬ 
tration for sale by it. costs incurred by 
Farmers Home Administration after de¬ 
livery to Farmers Home Administration 
will be paid by It. 

(b) Any such costs incurred by the 
Government in protecting its security 
interest may be paid by means of Stand¬ 
ard Form 1034, “Public Voucher for 
Purchases and Services Other Than 
Personal," and will be charged to the 
borrower's loan account, or may be paid 
out of the proceeds of the sale of mort¬ 
gaged property. 

§ 371.26 Sale of security property l>y 
borrowers. 

(a) Public sale. When security prop¬ 
erty is to be sold by the borrower in his 
ow r n name, Form FHA-217 will be exe¬ 
cuted by the borrower, all lienholders, 
the clerk of the sale or other person who 
will receive the sale proceeds, and then 
by the County Supervisor on behalf of 
the Government. No official of the 
Farmers Home Administration is author¬ 
ized to bid at such sales. The County 
Supervisor or Assistant County Super¬ 
visor will arrange to receive promptly the 
proceeds of the sale which are due the 
Government for application on the bor¬ 
rower’s indebtedness. 

(b) Private sale. If the borrower has 
ready purchasers and can effect an im¬ 
mediate private sale of all of the security 
property for its present market value or 
the remaining security property consists 
of items of small value or a limited num¬ 
ber of items which do not justify public 
sale. Form FHA-851 may be used to 
liquidate the security property. If the 
security property is not sold within 30 
days after the execution of Form FHA- 
851, it will be disposed of in accordance 
with paragraph (a) of this section or 
§ 371.31. 

§ 371.27 Repossession of security prop¬ 
erty. 

(a) Taking possession. County Super¬ 
visors and Assistant County Supervisors 
will take possession of security property 
for the Government in the situations and 
under the conditions indicated below: 

(1) When security property has been 
abandoned by a borrower. 

(2) When Form FHA-209 has been 
signed by the borrower, the County Su- 
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pervlsor and by all other lienholders 
authorizing the sale and distribution of 
proceeds in accordance with the priority 
of liens. In all cases where Form FHA- 
209 is executed, minimum prices will be 
set forth for all items except farm com¬ 
modities for which there is a locally es¬ 
tablished market, and perishable 
property. 

(3) When possession of the property 
can be obtained peaceably even though 
the borrower has not signed Form FHA- 
209. 

(4) When security property is deliv¬ 
ered to the Farmers Home Administra¬ 
tion as a result of court action. 

(5) In addition, when the Farmers 
Home Administration holds a junior lien 
on items of security property, such 
items will be repossessed and sold only 
when the prior lienholder(s> does not 
intend to enforce his lien and then only 
when the following are met: 

(i) With respect to subparagraphs 
(1> through (3) of this paragraph, the 
value of such security property, based 
on a conservative appraisal, is substan¬ 
tially greater than the amount of the 
prior lien(s). 

(ii) With respect to subparagraphs 
(1) through (3) of this paragraph, 
agreement is reached with the prior 
lienholderfs) that the property may be 
sold and that such lienholders will re¬ 
lease their liens on the property after 
sale. This agreement will be obtained 
on Form FHA-845, “Agreement of Lien¬ 
holders to Sale of Mortgaged Chattels.” 

(iii) With respect to subparagraphs 
(1) through (3) of this paragraph, in 
the event the prior lienholders will not 
agree to the liquidation of the property, 
the amount of their liens may be paid 
off if the circumstances justify, based 
upon a consideration of the factors in¬ 
dicated in subparagraph (5) (i) of this 
paragraph and provided their notes and 
liens are assigned to the Government on 
forms prepared or approved by the At¬ 
torney in Charge. Payment of prior 
liens not in excess of $2,500 in any one 
case may be approved by the State Di¬ 
rector. Such payments will be made by 
means of Standard Forms 1034 and 
charged to the borrower’s account in 
accordance with the provisions of 
1371.31 (c). Prior liens in excess of 
$2,500 in any one case will not be paid 
off without prior authorization by the 
National Office. 

§ 371.28 Care of repossessed properly 
pending sale. 

When possession has been taken of 
security property as provided in § 371.27 

(a). County Supervisors, Assistant 
County Supervisors. Emergency Loan 
Supervisors, or Assistant Emergency 
Loan Supervisors will arrange for the 
custody and care of such property for 
the period specified in § 371.31 and are 
authorized to execute the necessary 
agreements as follows: 

(a) Livestock. Livestock will be de¬ 
livered to a person who is capable of, and 
has adequate facilities for, caring for 
and feeding the livestock. Reasonable 
compensation will be agreed upon in ad¬ 
vance. Whenever practicable, animal 
products will be computed as a part or all 
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of the caretaker’s compensation. De¬ 
livery, however, will be made pursuant 
only to a written agreement on Form 
FHA-210, and the number of days cov¬ 
ered by the agreement will be entered in 
the blank space in paragraph 2 of the 
form. When an approved extension of 
time is secured in accordance with 
§ 371.31, Form FHA-210 will be amended 
as appropriate and initialed by the 
parties thereto, or a new agreement exe¬ 
cuted covering such extension. If a more 
favorable arrangement cannot be ob¬ 
tained, custody agreements may provide 
that the Farmers Home Administration 
will make advances to supply feed neces¬ 
sary to maintain the livestock. 

(b) Machinery , equipment , tools , har- 
vested crops. and other chattels. This 
type of property will be properly stored 
and cared for pending its sale. Space 
may be leased for this purpose, if neces¬ 
sary. upon prior approval of the State 
Director, or such property may be stored 
and cared for by agreement on Form 
FHA-210 as prescribed above in the case 
of livestock. This type of property will 
not be put to use by the caretaker but 
will be held in storage only. 

(c) Crops. Arrangements will be made 
for the custody, care, and disposition of 
growing crops and for unharvested ma¬ 
tured crops. Form FHA-211 will be used 
for this purpose unless the crops are to 
be sold in place. When Form FHA-211 
is used, it will be executed by the care¬ 
taker and by the landlord unless he gives 
his consent otherwise in writing. 

§ 371.29 Tesla and inspections of live¬ 
stock. 

If required by State law as a condition 
of sale, livestock being sold will be tested 
or inspected prior to the sale. 

§ 371.30 Authority to bid at execution 
or foreclosure sales conducted by 
U.S. Marshals or at liquidation sales 
by prior lienholders. 

(a) Execution sales. State Directors 
are authorized hereby to bid on behalf of 
the Government at execution sales when 
personal property which is not covered 
by the Farmers Home Administration 
crop and chattel lien is being sold to 
satisfy a Farmers Home Administration 
judgment lien, and at Farmers Home Ad¬ 
ministration foreclosure sales conducted 
by U.S. Marshals. Such bidding will be 
subject to the provisions of § 371.31(a) 
(2>. This authority may be redelegated 
on an individual case basis to County 
Supervisors, Assistant County Supervi¬ 
sors. Emergency Loan Supervisors, or 
Assistant Emergency Loan Supervisors. 

(b) Liquidation sales by prior lien¬ 
holders. County Supervisors, Assistant 
County Supervisors, Emergency Loan Su¬ 
pervisors, and Assistant Emergency Loan 
Supervisors are authorized hereby to bid 
on property on which the Government 
holds a junior lien subject to the provi¬ 
sions of §371.31 (a) (2). 

§ 371.31 Sale of repossessed property by 
the Government. 

All repossessed property will be sold 
as soon as practicable and legally per¬ 
missible after repossession. Livestock, 
equpiment, tools, and other chattels 
(except irrigation equipment which. 


together with real estate, serves as secur¬ 
ity for Soil and Water Conservation 
loans and is to be sold or transferred 
with the farm) must be sold within 60 
days from the date of the repossession; 
except in those states where the maxi¬ 
mum period of time for which costs of 
custody, care, and storage legally may 
be charged to the borrower’s account is 
less than 60 days, the period of time 
provided by law will be the maximum 
period for which repossessed property 
may be held for sale. Crops will be sold 
within any time limit prescribed by State 
law. Such sales will be made as soon 
as the maximum net return can be real¬ 
ized but not later than 60 days after 
harvesting or the normal marketing time 
for such crops unless an extension of 
time is granted by the State Director. 

(a) Public sale. Repossessed property 
may be sold at public sale either pursuant 
to agreement on Form FHA-209. or. 
when authorized by the State Director, 
pursuant to the “Power of Sale” in the 
lien instrument. If requested. Form 
FHA-213C, “Bill of Sale ‘C’ (Sale 
Through Government as Liquidating 
Agent),” or other necessary instrument 
to convey all of the right, title, and in¬ 
terest of the Government and the bor¬ 
rowers will be executed and delivered to 
the purchaser. The method of conduct¬ 
ing such public sales will be prescribed 
by the State Director subject to the fol¬ 
lowing requirements: 

(1) Advertising —(i) Pursuant to 
“Poioer of Sale” in the lien instrument. 
Public sales held pursuant to the “Power 
of Sale” in the lien -instrument will be 
advertised as provided in the lien instru¬ 
ment or as otherwise required by state 
law. 

(ii) Pursuant to agreement on Form 
FIIA-209. Public sales may be adver¬ 
tised by posting handbills. 

(2) Bidding at sales. The property 
will be sold to the highest bidder and 
where the successful bidder is other than 
the Government, it will be sold for cash 
(as opposed to credit sales). The 
County Supervisor. Assistant County 
Supervisor, Emergency Loan Supervisor, 
or Assistant Emergency Loan Supervisor 
will attend all public sales of repossessed 
property held pursuant to this para¬ 
graph and will bid on behalf of the Gov¬ 
ernment where necessary to protect its 
interests. 

(b) Private sale. (1) Repossessed 
property may be sold at private sale for 
cash under the conditions agreed to by 
the borrower through the execution of 
Form FHA-209, provided the sale price 
for each item is at least equal to the 
minimum price established by the agree¬ 
ment. If requested by the purchaser. 
County Supervisors, Assistant County 
Supervisors, Emergency Loan Super¬ 
visors, or Assistant Emergency Loan 
Supervisors will execute and deliver to 
the purchaser Form FHA-213C or other 
necessary instrument to convey all of the 
right, title, and interest of the Govern¬ 
ment and the borrower. 

(2) Repossessed property may be sold 
at private sale for cash for its present 
market value if agreed to by the bor¬ 
rower by the execution and delivery of 
Form FHA-213B, “Bill of Sale ’B* (Sale 
by Private Party) , M 
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(3) Repossessed perishable property, 
such as certain fresh fruits and vege¬ 
tables, in immediate danger of deteriora¬ 
tion or spoilage will be sold at private 
sale for the best cash price obtainable. 
If requested by the purchaser, Form 
FHA-213C will be executed and de¬ 
livered to him. 

(4) Repossessed property such as 
wheat, rye, oats, com, cotton, and to¬ 
bacco (but not livestock and machinery) 
may be sold at private sale for cash, pro¬ 
vided such sales are authorized by the 
State Director. The price received must 
be in line with current market quota¬ 
tions for products of similar grade, type, 
or other recognized classification. If re¬ 
quested by the purchaser. Form FHA- 
213C will be executed and delivered to 
him. 

(5) Repossessed property in instances 
other than those outlined in subpara¬ 
graphs (1), (2), (3), and (4) of this 
paragraph may be sold for its present 
market value at private sale in those 
states where such method is authorized 
by the security instrument and is per¬ 
missible legally. State Directors are 
authorized hereby to approve, or to dele¬ 
gate to County Supervisors authority to 
approve, the sale of such repossessed 
property at private sale under such cir¬ 
cumstances. 

(c) Payment of costs and prior lien¬ 
holders by voucher. When expenses 
must be paid before the sale or if cash 
proceeds are not available from the sale 
of the property with which to pay costs 
referred to in § 371.32(a) or to pay prior 
lienholders, such costs or prior liens will 
be paid by invoice or Standard Form 
1034 (Standard Form 1144, “Public 
Voucher for Advertising," for newspaper 
advertising), and the amount of such 
voucher will be charged to the respec¬ 
tive borrower’s account, except as lim¬ 
ited by state law. No costs incident to 
the repossession and sale of security 
property should be incurred unless they 
can be charged to the borrower’s ac¬ 
count, and in no event will any such costs 
be borne by the Government. Each in¬ 
voice or voucher will be approved by the 
County Supervisor, signed by the payee 
or supported by signed invoices, and sub¬ 
mitted to the Finance Office for payment. 
Invoices or vouchers in payment of such 
costs as custody, care, storage, harvest¬ 
ing, and marketing will be supported by 
the original and one copy of Form FHA- 
210 or Form FHA-211, “Agreement for 
Cultivating, Harvesting, and Delivering 
Crops.” 

§ 371.32 Accounting for proceeds of 
liquidation sales. 

This section applies to distributing and 
receipting for proceeds of nonjudicial 
liquidation sales; that is, liquidation sales 
conducted under the power of sale in 
lien instruments or under Form FHA- 
209, Form FHA^217, or Form FHA-851. 

(a) Order of priorities . The proceeds 
of such sales will be distributed in the 
following order of priority except that 
u other Federal agencies hold liens on 
the security property, the case will be 
referred to the Attorney in Charge for 
advice as to the order of distribution. 

(1) To pay expenses of sale and costs 
of tests and inspections of livestock and 


costs of the transportation, custody, 
care, storage, harvesting, marketing, and 
other costs and expenses chargeable to 
the borrower, including amounts already 
paid by the Government and charged to 
the borrower's account. 

(2) To pay liens which under state law 
are prior to those of the Farmers Home 
Administration, in accordance with their 
state law priorities, except that non- 
Federal tax liens on security property 
will be paid only when demand is made 
by tax collecting officials before distribu¬ 
tion of the sale proceeds, and the sale 
proceeds will not be used to pay real 
estate taxes or substantial amounts of 
taxes against nonsecurity personal 
property. 

Note: This aiithorlty for payment of non- 
Federal tax liens applies to pending cases 
in which final distribution of the sale pro¬ 
ceeds has not yet been made as well as to 
future cases. If action Is threatened or 
taken by the sheriff or other official to 
coUect taxes not authorized above to be paid 
out of the security property or the sale pro¬ 
ceeds, the sale wiU be postponed unless an 
arrangement can be made to deposit in 
escrow with a responsible disinterested party 
an amount equal to the tax claim, pending 
determination of the priority rights thereto. 
When such action is taken, or such an escrow 
arrangement Is made, the matter wlU be 
reported promptly to the State Director for 
referral to the Attorney in Charge. 

(3) To pay rent for the current crop 
year out of the proceeds from the sale 
of other than basic security property 
provided there are no liens junior to the 
Farmers Home Administration’s other 
than the landlord’s lien, if any, and the 
borrower consents in writing to such 
payment. However, if an Emergency 
loan was made for the current year pur¬ 
suant to Part 381 of this chapter, cash or 
standing rent for cropland used for the 
production of cash crops will be paid 
only after the amount due or falling due 
on that loan has been paid. 

(4) To pay debts owed the Farmers 
Home Administration which are secured 
by liens on the property sold. 

(5) To pay liens junior to those of 
the Farmers Home Administration in ac¬ 
cordance with their priorities on the 
property sold, including any landlord’s 
liens for rent unless such liens have al¬ 
ready been paid under subparagraph (2) 
or (3) of this paragraph. 

(6) To pay rent for the current crop 
year, if the borrower consents in writing 
to such payment and if such rent has not 
already been paid as provided in sub- 
paragraph (2), (3), or (5) of this 
paragraph. 

(7) To pay on any other debts owed 
to the Farmers Home Administration 
which are unsecured or are secured by 
liens on property which is not being sold. 
However, in justifiable circumstances, 
the State Director may approve the use 
of a part or all of the remainder of such 
funds by the borrower for other neces¬ 
sary purposes, provided the other Farm¬ 
ers Home Administration debts are ade¬ 
quately secured or the borrower makes 
satisfactory arrangements to pay the 
other debts from income or other sources, 
which payments likely can be depended 
upon. 

(8) To pay the remainder to the 
borrower. 


(b) Receipts. Receipts will be obtained 
for all amounts paid out of the sale pro¬ 
ceeds. Form FHA-37, “Receipt for Pay¬ 
ment,” will be issued only for the total 
amount remitted to Farmers Home Ad¬ 
ministration for credit to the borrower's 
indebtedness. Such amount will be 
scheduled to the Finance Office in ac¬ 
cordance with Part 362 of this chapter. 

§ 371.33 Handling civil and criminal 
cases. 

All cases in which court actions to 
effect collection or to enforce the rights 
of the Government under any of the se¬ 
curity instruments are recommended, 
as w'ell as actions relating to apparent 
violations of Federal criminals statutes, 
will be forwarded to the Attorney in 
Charge for submission to the appropriate 
United States Attorney. 

(a) Actions on cases referred to the 
Attorney in Charge. When a case is re¬ 
ferred to the Attorney in Charge, the 
State Director will notify the County 
Supervisor and the Finance Office of the 
referral. After notice of the referral is 
received by the County Supervisor, no 
collection or security servicing action will 
be taken except upon specific instructions 
from the State Director or the Attorney 
in Charge. However, w'hen the borrower 
voluntarily proposes to make a payment 
on his account, the County Supervisor 
will receive the collection in accordance 
with established procedure unless he has 
received notice that the debt has been 
accelerated or that the case has been 
referred to the United States Attorney. 
The County Supervisor will immediately 
notify the State Director by memoran¬ 
dum, with a copy sent to the Attorney in 
Charge, of any such collections received. 

(b) Actions on cases referred to the 
United States Attorney and on judgme?it 
cases (including third-party judgments ). 
The Attorney in Charge will notify the 
State Director, the Finance Office, and 
the County Supervisor when a case is 
referred to the United States Attorney, 
a judgment (including third-party) is 
obtained, or a case is otherwise disposed 
of. After notice has been received that 
a case has been referred to the United 
States Attorney or that a judgment has 
been obtained, no action will be taken 
by the County Supervisor except upon 
specific instructions from the State Di¬ 
rector, the Attorney in Charge, or the 
United States Attorney. 

(1) If such a debtor proposes to make 
a payment, the payment will not be ac¬ 
cepted, but an offer will be made to as¬ 
sist in preparing a letter for the debtor’s 
signature to be used in transmitting the 
payment to the appropriate United 
States Attorney. In such a case the 
debtor will be advised to make payment 
by check or money order payable to the 
Treasurer of the United States. 

(2) Collection Items received through 
the mail from such a debtor or from 
other sources to be applied to such ac¬ 
counts will be forwarded through the 
Attorney in Charge to the appropriate 
United States Attorney. Form FHA-37 
will not be issued in any case in which 
payment is made on a judgment account, 
or on an account which is in the hands 
of the United States Attorney. The 
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debtor will be informed in writing by the 
County Supervisor of the disposition of 
the amount received and that payments 
in the future should be made to the 
United States Attorney at a given ad¬ 
dress. 

(5U.S.C. 310. 316) 

§371.34 Cure and disposition of ac¬ 
quired security property. 

The County Supervisor or the Assistant 
County Supervisor will make immediate 
arrangements for the care and storage 
of acquired security property in the 
same manner as for repossessed property. 
Acquired security property may not be 
left with a custodian under a custody 
agreement executed prior to its acquisi¬ 
tion by the Government. A new custody 
agreement will be executed on Form 
FHA-210 for the care of such property. 
Acquired security property will be dis¬ 
posed of as expeditiously as possible, but 
may not be held more than 120 days, 
except upon the approval of the State 
Director in individual situations. Form 
FHA-210 will contain a statement as to 
the number of days during which the 
property will be cared for. Charges for 
the care, custody, transportation, and 
sale of such property, including any 
necessary tests and inspections of live¬ 
stock, will be paid by the Government by 
means of Standard Form 1034 or certi¬ 
fied invoice approved by the County 
Supervisor. 

(a) Disposition. The County Super¬ 
visor is authorized to sell acquired secu¬ 
rity property for the best cash price ob¬ 
tainable at public auction or by privately 
negotiated sale after giving public notice 
of such sale in accordance with the pro¬ 
visions of § 371.31(a) (1) (ii). except that 
public notice must always be given and 
Form FHA-212A, “Notice of Sale ” will 
be used for private sales. Determination 
of the type of sale to be held will be based 
on the prospects of obtaining the highest 
net return to the Government. Loans 
may be used in accordance with Farmers 
Home Administration regulations to 
purchase such property. 

(1) Transferring title to purchaser. 
Title to acquired security property will 
be transferred to the purchaser, at the 
time the cash purchase price is paid, by 
execution and delivery of Form FHA- 
213A. “Bill of Sale ‘A’ (Sale of Govern¬ 
ment Property)/* 

(2) Reporting sales of acquired secu¬ 
rity property. Form FHA-655. “Invoice,” 
will be prepared at the time of sale. 

(3) Transmitting payments received 
from sale of acquired security property. 
Any form of payment that is acceptable 
as a payment on indebtedness due the 
Farmers Home Administration may be 
accepted in payment for acquired secu¬ 
rity property. Such payments will be 
scheduled in accordance with Part 362 
of this chapter. Form FHA-37 will not 
be issued for funds received from the 
sale of acquired security property. 
(7US.C. 1017) 

§ 371.33 Report* of inventory transac¬ 
tion*; acquired security property. 

County Supervisors will prepare in¬ 
ventory reports of acquired Government 
and Corporation security property and 
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reports of acquisitions and dispositions 
pertaining thereto on Form FHA-658, 
“Report of Inventory Transactions.** 
Property lost through death, spoilage, 
depreciation, or otherwise, will be re¬ 
ported on Form FHA-708, “Statement of 
Loss of Property.” If the property was 
in the hands of a custodian at the time 
of loss, the custodian should sign Form 
FHA-708. Form FHA-708 will show the 
item number and book value of each 
item. 

§ 371.36 Bankruptcy and insolvency. 

If a borrower, becomes involved as a 
debtor in proceedings under any State 
or Federal bankruptcy or insolvency law, 
the County Supervisor will promptly re¬ 
port the facts and forward the borrow¬ 
er’s case files and other pertinent in¬ 
formation and documents to the State 
Director for preparation of a proof of 
claim, if necessary. The County Super¬ 
visor will keep the State Director in¬ 
formed of further developments in the 
case, but will take no other action unless 
directed to do so by the State Director 
or the Attorney in Charge. 

(a) Proof of claim. If the debtor has 
any assets out of which a collection could 
be made, the State Director will prepare 
and execute a proof of claim covering 
all indebtedness to the Farmers Home 
Administration except any judgments 
obtained by a United States Attorney. 
The State Director will send to the At¬ 
torney in Charge the executed proof of 
claim on Form FHA-280, “Proof of Claim 
of the United States of America Entitled 
to Priority of Payment,” or other form 
approved by the Attorney in Charge, 
together with attachments required by 
the Attorney in Charge, for filing with 
the proper official. A proof of claim on 
an insured loan will not be executed or 
filed until the note has been assigned to 
the Government. The State Director, 
upon advice from the Attorney in Charge 
will instruct the County Supervisor con¬ 
cerning any actions to be taken by him 
with respect to meetings of creditors. 

(b) Unsecured claims—Government*s 
priority. Under the National Bankrupt¬ 
cy Act. after payment of fees and costs, 
unsecured claims of the United States 
(including State Rural Rehabilitation 
Corporation claims under 2(f) agree¬ 
ments and the amount of any claim in 
excess of any security therefor), with 
interest to the date of filing the petition 
in bankruptcy, are entitled to priority 
of payment over unsecured claims of 
other creditors. 

(c) Security released to Farmers 
Home Administration — liquidation — con¬ 
tinuation with borrowers. Ordinarily, 
when the value of security does not ex¬ 
ceed the Farmers Home Administration 
liens and any prior liens against it, an 
effort will be made to get the security 
released to Farmers Home Administra¬ 
tion. When security is released to 
Farmers Home Administration, it will be 
liquidated in accordance with this sub¬ 
part if chattel security, or in accordance 
with Subpart A of Part 372 of this chap¬ 
ter if real estate security, unless the 
State Director, upon recommendation 
of the County Supervisor, approves con¬ 
tinuation with the borrower. If the 


property is liquidated, the proceeds will 
be applied first to the interest accrued to 
the date of the filing of the petition in 
bankruptcy and then to the principal 
of the debt, and if there are additional 
proceeds, to the interest accrued from 
the date of the filing of the petition in 
bankruptcy to the date of the payment. 
The State Director may permit the bor¬ 
rower to continue with the loan and re¬ 
tain the security if he determines that 
the security property should not be liq¬ 
uidated under the liquidation policy 
applicable to the type of loan involved. 

(1) When continuation with a bor¬ 
rower is approved, he will be required to 
execute a new promise to pay (on a form 
prepared by the Attorney in Charge) all 
his Farmers Home Administration in¬ 
debtedness which is secured by the prop¬ 
erty released to Farmers Home Adminis¬ 
tration in accordance with the terms of 
the existing instrument (s) evidencing 
such indebtedness. The new promise 
to pay will be executed by the borrower 
and a copy will be given to him. The 
borrower also will be required to execute 
any seeurity or other instruments 
deemed necessary by the Attorney in 
Charge. A new promise to pay and 
other required instruments will be 
executed as soon as possible after re¬ 
lease of the security to the Farmers 
Home Administration and the borrower’s 
adjudication in bankruptcy, unless, 
under State law the new promise to be 
effective must be made after discharge 
in bankruptcy. * 

(11 U.S.C. 93. 104, 31 UB.C. 191) 

§ 371.37 Deceased borrowers. 

If a survivor will not continue with 
the loan, it may be necessary to make 
immediate arrangements with a sur¬ 
vivor, executor, or administrator, if any, 
or other interested parties to complete 
the year’s operations or to otherwise pro¬ 
tect or preserve the security. 

(a) Probate or administration pro¬ 
ceedings —(1) Institution of probate or 
administration proceedings. Generally, 
probate or administration proceedings 
are instituted by relatives or heirs of the 
deceased or creditors other than Farmers 
Home Administration. Ordinarily. 
Farmers Home Administration will not 
institute probate or administration pro¬ 
ceedings because of the problems of 
designation of an administrator or other 
similar official, posting his bond, and 
payment of costs. If probate or ad¬ 
ministration proceedings are instituted 
by other parties, or by the United States 
Attorney at the request of Farmers 
Home Administration, and any security 
is to be thereafter liquidated by Farmers 
Home Administration instead of by the 
administrator or executor or other simi¬ 
lar official, the liquidation will be ac¬ 
complished in accordance with the 
advice of the Attorney in Charge. 

(2) Filing a proof of claim. When a 
proof of claim is to be filed, it will be 
prepared by the State Director and 
transmitted for filing in the manner 
directed by the Attorney in Charge. If 
an insured loan is involved, the proof of 
claim will not be prepared until the note 
has been assigned to the Government. 
A proof of claim will be filed in any case 
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in which probate or administration pro¬ 
ceedings are instituted, unless: 

(i) After considering liens and prior¬ 
ity rights of Farmers Home Administra¬ 
te n and other parties, costs of adminis¬ 
tration and charges against the estate, 
there are no assets in the estate which 
could be reached by Farmers Home Ad¬ 
ministration except its security and. 
Farmers Home Administration will liqui¬ 
date the security, if necessary to collect 
the Farmers Home Administration claim, 
by foreclosure or otherwise, or 

(ii) Continuation with a survivor or 
transfer to and assumption by another 
party is approved, and either the Farm¬ 
ers Home Administration debt is fully 
secured or the amount of the debt in 
excess of the value of the security which 
could be collected by filing a claim is ob¬ 
tained in cash or additional security. 

(3) Priority of claims —(i) Secured 
claims. Each secured claim will take 
its relative lien priority to the extent of 
the value of the property serving as 
security for it. Secured claims include 
those secured by mortgages, deeds of 
trust, landlord’s contractual liens, and 
other contractual liens or security in¬ 
struments executed by the borrower on 
real or personal property. However, 
tax, judgment, attachment, garnish¬ 
ment, laborer’s, mechanic’s, material- 
men’s, landlord’s statutory liens, and 
other noncontractual lien claims may or 
may not constitute secured claims. 
Therefore, if any claims referred to in 
the preceding sentence are allowed as 
secured claims and the Farmers Home 
Administration claim is not paid in full, 
the advice of the Attorney in Charge 
will be obtained as to whether they con¬ 
stitute secured claims and as to their 
relative priority. 

(ii) Unsecured claims . The remain¬ 
ing assets of the estate, including any 
value of security property in excess of 
the amount of the secured claims against 
it, are to be applied first to payment of 
costs of administration and charges 
against the estate, and second to un¬ 
secured debts of the deceased. If the 
total of such remaining assets in the 
estate being administered is insufficient 
to pay all costs of administration, 
charges against the estate, and unse¬ 
cured debts of the deceased, unsecured 
claims are payable out of such remaining 
assets in the following order of priority: 

First. Costa of administration and charges 
against the estate, unless under state law 
they are payable after the Government’s un¬ 
secured claims. (Such costs and charges 
include costs of administration of the estate, 
allowable funeral expenses, allowances of 
minor children and surviving spouse, and 
dower and curtesy rights.) 

Second. Government’s unsecured claims. 

<b) Withdrawal of claim. When nec¬ 
essary to permit closing of an estate in 
which a Farmers Home Administration 
claim has been filed, the United States 
Attorney may be requested to withdraw 
the claim upon receipt of cash payment 
or additional security of a value com¬ 
parable to the amount of the debt in 
excess of the value of existing security 
which it is estimated could be recovered 
from the estate, provided that with¬ 


drawal of the claim will not affect the 
Government’s rights under existing notes 
or security instruments. 

(c) Liquidation when no prohate or 
administration proceedings and no con¬ 
tinuation with survivor or transfer and 
assumption. When probate or adminis- 
tion proceedings have not been instituted 
and continuation with a survivor or 
transfer to, and assumption by, another 
party will not be approved as provided 
in § 371.38, any chattel security will be 
liquidated in accordance with this sub¬ 
part and any real estate security w r ill be 
liquidated in accordance with Subpart 
A of Part 372 of this chapter as expe¬ 
ditiously as possible. In such liquida¬ 
tion cases if the proceeds from the sale 
of security are insufficient to pay in full 
the indebtedness owed to the Farmers 
Home Administration, and other assets 
are available in the estate from which 
collection can be made, the State Di¬ 
rector will request the Attorney in 
Charge to take appropriate action to 
effect collection. 

(d) . Continuation with survivor. 
When a surviving member of deceased 
borrower’s family desires to continue 
with the farming operations, continua¬ 
tion may be approved subject to the 
following: 

(1) Survivor who is liable. Any sur¬ 
vivor who is liable for the indebtedness 
of the deceased borrower may continue 
with the loan provided he can comply 
with the obligations of the notes, other 
evidence of debt and chattel or real estate 
security instruments, and so long as 
liquidation is not necessary to protect 
the interest of the Farmers Home Ad¬ 
ministration. When a survivor who is 
liable for the indebtedness is to continue 
with the account, the account will be 
changed to the continuing survivor’s 
name. Form FHA-97, "Assumption 
Agreement," will be executed and sent 
to the Finance Office when under state 
law the wife of a berrower who has 
signed the note cannot be held personally 
liable for the debt without assumption 
of liability after the borrower’s death. 
In such a case, the account will not be 
reamortized and the terms of the note 
will remain the same unless the State 
Director determines otherwise. 

(2) Survivor who is not liable. When 
a surviving member of the deceased bor¬ 
rower’s family, not liable for the in¬ 
debtedness, desires to continue with the 
farming operations and the loan, the 
State Director may approve the transfer 
of chattel security or real estate secu¬ 
rity, or both, to him and his assumption 
of the obligations secured by such prop¬ 
erty without regard to the personal eli¬ 
gibility of the transferee, subject to the 
following conditions: 

(i) The transferee will continue the 
farming operations for the benefit of all 
or a part of the deceased borrower’s 
family. 

(ii) The transferee will assume the 
full amount of the unpaid balance of 
the secured Farmers Home Administra¬ 
tion debts unless the market value of 
the property is less than such Farmers 
Home Administration debt plus any prior 
liens in which case he will assume that 


portion of such Farmers Home Adminis¬ 
tration debts which, when added to any 
prior liens, equals the present market 
value of the security as determined by 
the current market value appraisal and 
the recommendation of the County Com¬ 
mittee. 

(iii) The assumption agreement meets 
the repayment terms specified in § 372.13 
(c) (2) (iii) of this chapter. 

(iv) The State Director determines 
that the continuation with a survivor 
will not adversely affect the repayment 
of the loan and will accomplish the ob¬ 
jectives for which the loan was made. 

(3) Considerations in continuing with 
survivor. In determining whether to 
continue with a survivor, whether he is 
already liable or assumes the indebted¬ 
ness, all pertinent factors will be taken 
into consideration including the follow¬ 
ing: 

(i) Whether probate or administra¬ 
tion proceedings have been or will be 
instituted and whether the filing of a 
claim on the Farmers Home Administra¬ 
tion debt in such proceedings is neces¬ 
sary to protect the interests of the Farm¬ 
ers Home Administration. 

(ii) Whether the survivor can con¬ 
tinue with the loan on a sound basis. 

(iii) Whether it is possible to make 
the necessary arrangements with the 
heirs, creditors, executors, administra¬ 
tors, and other interested parties to 
transfer title to the security property 
to the transferee and to avoid forced 
liquidation of the assets of the estate to 
the extent of making it impossible for 
the survivor to continue with the loan 
on a sound basis. 

(4) Vesting title in survivor. If the 
continuation with a survivor, whether 
already liable or not, is approved, all 
steps necessary, short of foreclosure or 
litigation, will be taken to vest in the 
survivor full title to the security. 

(5) Release of liability. Ordinarily, 
the deceased borrower’s estate will not 
be released from liability for the in¬ 
debtedness and the deceased borrower’s 
notes and security instruments will not 
be satisfied or released until the debt 
has been paid in full, or settled under 
Part 364 of this chapter. Other obligors 
on the notes or other evidence of indebt¬ 
edness will not be released from liability 
in connection with transfer to. or as¬ 
sumption by, a survivor without the prior 
concurrence of the National Office. 

(6) Docket preparation. Transfers 
under subparagraph (2) of this para¬ 
graph shall be documented and proc¬ 
essed in the same manner as transfers 
and assumptions under § 371.38. 

(e) Transfers to ineligibles. No trans¬ 
fers or assumptions of deceased borrow¬ 
er’s real estate or chattels, or both, shall 
be approved to a person ineligible under 
the requirements of § 372.13(c) (2) (ii) of 
this chapter, except as provided in 
paragraph (d) (2) of this paragraph, and 
except that the State Director may ap¬ 
prove transfers of real estate or chattels, 
or both, of deceased borrowers to eligible 
or ineligible transferees other than such 
survivors only upon prior approval of the 
National Office. 

(31 U.S.C. 191) 
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§ 371.38 Transfer and assumption of 
chattel accurity and debts. 

Transfers and assumptions involving 
chattel security only may be made as 
provided in this section. Transfer of 
one or more accounts, all of which are 
secured by both chattels and real estate, 
will be accomplished in accordance with 
§ 372.13 of this chapter. Continuation 
of loans with survivors of deceased bor¬ 
rowers, including assumption of indebt¬ 
edness, is covered by § 371.37. 

(a) Transfers to eligibles. The State 
Director may approve a transfer of chat¬ 
tel security to, and the assumption of, 
the chattel debt by a transferee who 
meets the eligibility requirements for 
transferees as set out in § 372.13(c) (2) 
(ii) of this chapter. In such cases the 
transferee will assume the full amount 
of the unpaid balance of the Farmers 
Home Administration debts secured by 
the chattels unless the present market 
value of the chattels is less than such 
debt(s) plus any prior lien(s), in which 
event he will assume that portion of such 
Farmers Home Administration debt(s), 
which, when added to the prior lien(s), 
equals the present market value of the 
chattels as determined by the County 
Supervisor. 

(1) Ordinarily, the debt assumed will 
be repaid in accordance with the rates 
and terms of the existing note(s) or 
assumption agreements and any delin¬ 
quency will be paid on or before the date 
the transfer is closed. However, if the 
County Supervisor determines that the 
transferee cannot pay the delinquency at 
the time the transfer is closed or cannot 
repay the loan within the remaining re¬ 
payment period of the note, he may rec¬ 
ommend and the State Director may ap¬ 
prove the reamortization of the account 
for such period as may be necessary but 
not to exceed seven years from the date 
of closing of the transfer. The ac¬ 
count (s> also will be reamortized when¬ 
ever the transferor is ahead of schedule 
or prepaid. 

(2) When the total amount of the 
Farmers Home Administration indebted¬ 
ness is assumed by the transferee, it will 
be the policy to release the transferor 
from personal liability to the Govern¬ 
ment upon the County Committee’s mak¬ 
ing the following memorandum certifica¬ 
tion: “The value of the security property 
of (names of all transferors) is not less 
than the indebtedness against it and in 
our opinion the transferors do not have 
any assets from which the Farmers Home 
Administration could make a substantial 
recovery. Therefore, we recommend that 
the transferors be released from personal 
liability upon assumption of the full in¬ 
debtedness by the transferee.” The 
transferor will not be released from lia¬ 
bility if the full amount of the debt is 
not assumed. 

(b) Transfers to ineligible* . The State 
Director may not approve a transfer to, 
or assumption by, a transferee who does 
not meet the eligibility standards de¬ 
scribed in § 372.13(c) (2) (ii) of this chap¬ 
ter without the prior concurrence of the 
National Office. 

(1) An ineligible transferee generally 
will be required to assume all of the in¬ 
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debtedness secured by chattels or an 
amount substantially in excess of the 
present market value of the security less 
any prior liens if the security is worth 
less than the entire secured debt. 

(2) An ineligible transferee will be re¬ 
quired to make a minimum payment at 
the time of execution of the assumption 
agreement of at least 20 percent of the 
debt to be assumed, calculated before 
such payment. The balance of the 
Farmers Home Administration debt(s) 
will be scheduled for repayment in equal 
annual installments with interest at 5 
percent per annum, within the shortest 
period consistent with the transferee’s 
ability to pay, but not to exceed five years 
from the date of closing the transfer. 

(3) The transferor will not be released 
from personal liability. 

(c) Release of liability. When the 
transfer by assumption is being made to 
an eligible transferee in accordance with 
paragraph (a) of this section and the 
total amount of the Farmers Home Ad¬ 
ministration debt is assumed by the 
transferee, it will be the policy to release 
the transferor from personal liability to 
the Government upon the certification 
by the County Committee as contained 
in $ 372.13(f) (5) (i) of this chapter with 
respect to a transferee who is assuming 
the full amount of the indebtedness. 
The transferor will not be released from 
liability if the full amount of the debt 
is not assumed or if the transferee is 
ineligible. 

(d) County Committee certification 
and recommendation. No transfer or 
assumption under this paragraph will be 
approved unless the County Committee 
makes a certification on the memoran¬ 
dum statement form provided in § 372.13 
of this chapter. The certification will 
be signed by at least two members of the 
Committee, dated, and made a part of 
the tranferee’s County Office file. 

(e) Docket submission . The County 
Supervisor will submit to the State Office 
the County Office file and the following: 

(1) Statement of amount of indebted¬ 
ness involved, description and statement 
of value of security, and statement 
of justification, including a plan of 
repayment. 

(2) Form FHA-197, “Application for 
FHA Services.” 

(3) Transferee’s plan of operation re¬ 
flected on Form FHA-14, “Farm and 
Home Plan.” or Form FHA-197A, 
“Operating Budget and Financial State¬ 
ment,” as appropriate. 

(4) County Committee’s certification 
regarding transfer. 

(f) Processing assumption agree¬ 
ments. The assumption agreement will 
be executed on Form FHA-97. Addi¬ 
tional security instruments will be ob¬ 
tained if required by the Attorney in 
Charge. Upon receipt of Form FHA-97, 
the Finance Office will establish an ac¬ 
count in the name of the assuming 
transferee. If a collection is received 
from the assuming transferee after the 
assumption agreement is approved but 
prior to Finance’s notification to the 
County Office, Form FHA-37 will be pre¬ 
pared in accordance with-5 372.13(f) (3) 
of this chapter. 


§ 371.39 Agricultural Stabilization and 
Conservation Service set-o(Ts« 

The Secretary’s Order on set-offs 
authorizes the collection of debts owed to 
the Farmers Home Administration by 
set-off against amounts approved 
for payment to the debtor by Agri¬ 
cultural Stabilization and Conservation 
•Committees. 

(a) Recommendations for set-offs 
will be forwarded by the County Super¬ 
visor to the State Director. If the recom¬ 
mendation for set-off is approved, a let¬ 
ter will be written to the borrower stat¬ 
ing that a request for a set-off has been 
made, together with the reasons for such 
action. 

(b) The State Director may withdraw 
a request for set-off by giving notice to 
the Agricultural Stabilization and Con¬ 
servation State Office at any time prior 
to the processing of set-off voucher. 
However, set-offs may be withdrawn 
only if the borrower pays his indebted¬ 
ness in full or makes substantial payment 
on his debt or it is determined that 
future collections can be made through 
ordinary methods. 

(c) If the account of the borrower 
for whom a request for set-off has been 
submitted is transferred to another 
Farmers Home Administration County 
Office jurisdiction, either within or out¬ 
side the state, the State Director will 
notify the Agricultural Stabilization and 
Conservation State Office of the address 
of the Farmers Home Administration 
County Office to which the account has 
been transferred in order that any pay¬ 
ments may-be sent to such office. If 
the transfer is to another state, the 
transferring State Director will notify 
the receiving State Director that a re¬ 
quest for set-off has been made and that 
he should give consideration to this fact 
in the servicing of the case, including 
the advisability of requesting a set-off 
in the state to which the borrower has 
moved. 

(d) Check delivery. Set-offs wall be 
made by means of checks or sight drafts 
drawn payable to the Farmers Home Ad¬ 
ministration and delivered to the County 
Supervisor. Such remittances will be 
receipted for and scheduled in accord¬ 
ance with Part 362 of this chapter, ex¬ 
cept that if the claim has been forwarded 
to the Attorney in Charge, the remittance 
will be sent to the Attorney in Charge 
and his instructions as to application 
will be followed. 

(5 U.S.C. 22; Order of Acting Sec. of Agr. 
23 PU. 3757, 7 CFR Part 13) 

371.40 Releases and satisfactions. 

Release and satisfaction necessary in 
connection with liquidation action will 
be executed in accordance with authori¬ 
ties contained in Subpart A of Part 371 
of this chapter. 

Dated: December 28, 1959. 

Malcolm H. Holliday, Jr. # 

Acting Administrator , 
Farmers Home Administration. 

(F.R. Doc. 69-11149: Filed, Dec. 30, 1959; 

8:46 am.] 
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No. 254 


Authority: 55 1027.0 to 1027.101 Issued 
under sec. 5. 49 Stat. 753, as amended; 7 
UJS.C. 608c. 

§ 1027.0 Findings and determinations. 

(a) Findings upon the basis of the 
hearing record . Pursuant to the provi¬ 
sions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601 et seq.), and the applicable 
rules of practice and procedure, govern¬ 
ing the formulation of marketing agree¬ 
ments and marketing orders (7 CFR 
Part 900), a public hearing was held 
upon a proposed marketing agreement 
and a proposed order regulating the han¬ 
dling of milk in the Upper Chesapeake 
Bay. Maryland, marketing area. Upon 
the basis of the evidence introduced at 
such hearing and the record thereof, it 
is found that: 

(1) The said order, and all of the 
terms and conditions thereof, will tend 
to effectuate the declared policy of the 
Act: 

- (2) The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
Act are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which af¬ 
fect market supply and demand for milk 
in the said marketing area, and the mini¬ 
mum prices specified in the order are 
such prices as will reflect the aforesaid 
factors, insure a sufficient quantity of 
pure and wholesome milk and be in the 
public interest; 

(3) The said order regulates the han¬ 
dling of milk in the same manner as, and 
is applicable only to persons in the re¬ 
spective classes of industrial or commer¬ 
cial activity specified in, a marketing 
agreement upon which a hearing has 
been held; 

(4) All milk and milk products han¬ 
dled by handlers, as defined in this order, 
are in the current of interstate commerce 
or directly burden, obstruct, or affect 
interstate commerce in milk and its 
products; and 

(5) It is hereby found that the neces¬ 
sary expense of the market administra¬ 
tor for the maintenance and functioning 
of such agency will require the payment 
by each handler, as his pro rata share 
of such expense, 5 cents per hundred¬ 
weight or such amount not to exceed 5 
cents per hundredweight as the Secre¬ 
tary may prescribe, with respect to (i) 
receipts of producer milk (including such 
handler’s own farm production), (ii) re¬ 
ceipts of nonfederally regulated other 
source milk at a pool plant allocated to 
Class I, and (ill) receipts of Class I milk 
at a nonpool plant for which a payment 
is due pursuant to § 1027.62(d). 

(b) Additional findings. (1) It is nec¬ 
essary in the public interest to make 
this order partially effective not later 
than January 1, 1960 and fully effective 
not later than February 1,1960. 

(2) The provisions of the said order 
are known to handlers. The recom¬ 
mended decision of the Deputy Adminis¬ 
trator of the Agricultural Marketing 
Service was issued September 15, 1959 
and the decision of the Assistant Secre¬ 
tary containing all the provisions of this 
order was issued November 20, 1959. 
This order will initiate a new regulatory 
program in this market. Therefore, it 


is necessary that the provisions other 
than those relating to prices and pay¬ 
ments to producers and payments to the 
administrative and marketing service 
funds be placed in effect prior to the 
effective date of such pricing and pay¬ 
ment provisions so that handlers may 
have opportunity to make necessary ad¬ 
justments in their operations and ac¬ 
counting procedure to conform to all 
provisions of the order. In view of the 
foregoing, it is hereby found and de¬ 
termined that good cause exists for 
making this order partially effective 
January 1, 1960 and fully effective 
February 1, 1960, and that it would be 
contrary to the public interest to delay 
the effective date of this order for 30 
days after its publication in the Federal 
Register. (See sec. 4(c), Administrative 
Procedure Act, 5 U.S.C. 1001 et seq.) 

(c) Determinations . It is hereby de¬ 
termined that: 

(1) The refusal or failure uf handlers 
(excluding cooperative associations 
specified in section 8c(9) of the Act) 
of more than 50 percent of the milk, 
which is marketed within the marketing 
area, to sign a proposed marketing agree¬ 
ment, tends to prevent the effectuation 
of the declared policy of the Act; 

(2) The issuance of this order is the 
only practical means pursuant to the 
declared policy of the Act of advancing 
the interests of producers as defined in 
the order; and 

(3) The issuance of this order is ap¬ 
proved or favored by at least two-thirds 
of the producers who participated in a 
referendum and who during the de¬ 
termined representative period were en¬ 
gaged in the production of milk for sale 
in the marketing area. 

Order relative to handling. It is there¬ 
fore ordered, that on and after the 
effective date hereof, the handling of 
milk in the Upper Chesapeake Bay. 
Maryland, marketing area shall be in 
conformity to, and in compliance with, 
the following terms and conditions: 

Definitions 

§ 1027.1 General definitions. 

(a) '‘Act” means Public Act No. 10, 
73d Congress, as amended and as re¬ 
enacted and amended by the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601 et seq.). 

(b) ‘’Department” means the United 
States Department of Agriculture. 

(c) “Upper Chesapeake Bay market¬ 
ing area”, hereinafter referred to as the 
“marketing area” means all territory 
situated within the corporate limits of 
the city of Baltimore, the town of Laurel 
in Prince Georges County; the counties 
of Anne Arundel, Baltimore, Caroline, 
Carroll, Cecil. Dorchester, Harford, How¬ 
ard, Kent, Queen Annes, Somerset, Tal¬ 
bot, Wicomico, Worcester and that por¬ 
tion of Calvert County lying north of a 
line beginning at the western terminus 
of Maryland State Highway 507. con¬ 
tinuing easterly along said highway to 
its intersection with Maryland State 
Highway 2, continuing northerly along 
said Highway 2, to its intersection with 
Maryland State Highway 263 and then 
easterly along said Highway 263 to its 
terminus at the Chesapeake Bay, all in 




11072 

the State of Maryland, together with all 
waterfront facilities connected therewith 
and including all territory within such 
boundaries occupied by Government 
(Federal. State or municipal) installa¬ 
tions, institutions or other similar 
establishments. 

<d) “Route” means a delivery (in¬ 
cluding any delivery by a vendor or dis¬ 
position at a plant store or from a vend¬ 
ing machine) of any Class I product to 
a wholesale or retail outlet, including 
a Federal, State or municipal establish¬ 
ment, but excluding any delivery to a 
plant. 

§ 1027.2 Definitions of persons. 

(a) ‘'Person” means any individual, 
partnership, corporation, association, or 
other business unit. 

(b) “Secretary” means the Secretary 
of Agriculture or any officer or employee 
of the United States authorized to exer¬ 
cise the powers and to perform the 
duties of the Secretary of Agriculture. 

(c) “Dairy farmer” means any per¬ 
son who produces milk which is deliv¬ 
ered in bulk (tank or cans) to a plant. 

(d) “Dairy farmer for other markets” 
means: 

(1) Any dairy farmer, wdiose milk is 
received at a pool plant during any 
month of September through February 
but whose milk is diverted to a nonpool 
plant during the month on more than 
the number of days specified in para¬ 
graph (e) (1) of this section, and 

(2) Except for the months of March 
through August 1960, any dairy farmer 
whose milk is received at a pool plant 
during the months of March through 
August from a farm from which the han¬ 
dler, an affiliate of the handler, or any 
person who controls or is controlled by 
the handler, received milk other than as 
producer milk during any of the preced¬ 
ing months of September through 
February. 

(e) “Producer” means any dairy 
farmer, except a producer-handler or a 
dairy farmer for other markets, who pro¬ 
duces milk which is received at a pool 
plant or is diverted to a nonpool plant 
during any month (s) of March through 
August or on not more tlian 8 days (4 
days in the case of every-other-day de¬ 
livery) during any month (s) of Septem¬ 
ber through February: Provided , That 
the milk so diverted shaft be deemed to 
have been received by the diverting han¬ 
dler at a pool plant at the location from 
which it was diverted. 

(f) “Cooperative association” means 
any cooperative marketing association of 
producers which the Secretary deter¬ 
mines, after application by the associa¬ 
tion: 

(1) To be qualified under the provi¬ 
sions of the Act of Congress of February 
18, 1922, as amended, known as the 
“Capper-Volstead Act”; and 

(2) To have full authority in the sale 
of milk of its members and to be engaged 
in making collective sales of or market¬ 
ing milk or its products for its members. 

(g) “Handler” means any person (1) 
in his capacity as the operator of a pool 
plant; (2) in his capacity as the operator 
of a nonpool plant from which (i) Class 
I milk is disposed of on routes in the 
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marketing area; or (H) milk is shipped 
to a pool plant qualified pursuant to 
§ 1027.3(b) (1); and (3) a cooperative 
association with respect to the milk of 
any producer which it causes to be di¬ 
verted in accordance with the provisions 
of paragraph (e) of this section from a 
pool plant for the account of such co¬ 
operative association. 

(h) “Pool handler” means any person 
in his capacity as the operator of a pool 
plant or a cooperative association quali¬ 
fied as a handler pursuant to paragraph 
(g)(3) of this section. 

(i) “Producer-handler” means any 
person who operates a dairy farm and a 
plant from which Class I milk is disposed 
of on route(s) in the marketing area and 
who during the month received no milk 
from any source other than his own farm 
production and from pool plants: Pro¬ 
vided. That the maintenance, care and 
management of the herd and other re¬ 
sources necessary to production, process¬ 
ing, packaging and distribution of the 
milk are the personal enterprise and 
personal risk of such person. 

§ 1027.3 Definitions of plants. 

(a) “Plant” means the land, buildings, 
surroundings, facilities and equipment 
operated by one or more persons, con¬ 
stituting a single operating unit or estab¬ 
lishment for the receiving (other than 
transfer from one vehicle to another), 
processing or packaging of milk or milk 
products. 

(b) “Pool plant” means a plant speci¬ 
fied in subparagraph (1), (2) or (3) of 
this paragraph other than that of a pro¬ 
ducer-handler: Provided , That any plant 
qualified as a pool plant pursuant to sub- 
paragraph (2) jof this paragraph in each 
of the months of September through 
February shall be a pool plant for the im¬ 
mediately following months of March 
through August unless the handler gives 
written notice to the market administra¬ 
tor on or before the first day of any such 
month(s) that the plant is a nonpool 
plant for the remaining months through 
August: And provided further , That any 
such plant specified in subparagraph (2) 
of this paragraph which was a nonpool 
plant during any month of September 
through February shall not be a pool 
plant in any of the immediately follow¬ 
ing months of March through August in 
which it Is operated by the same handler, 
an affiliate of the handler or by any 
person w f ho controls or is controlled by 
the handler: And provided also , That 
notwithstanding the preceding proviso, 
any plant which furnishes proof to the 
market administrator that it met the 50 
percent shipping requirement during 
each of the months of September 1959 to 
February 1960 inclusive, shall retain 
automatically its pool plant status dur¬ 
ing the period March through August 
1960 unless the operator of such plant 
notifies the market administrator that 
such status should be terminated. 

(1) A plant which during the month 
disposes of not less than 10 percent of 
its total receipts of milk directly from 
dairy farms on routes as Class I milk 
in the marketing area and not less than 
50 percent of such receipts as Class I 
milk both inside and outside the market¬ 
ing area. 


(2) A plant in any month of Septem¬ 
ber through February in which not less 
than 50 percent, and in any month of 
March through August in which not less 
than 40 percent, of its receipts of milk 
from dairy farmers, is moved to a plant 
which disposes of not less than 10 per¬ 
cent of its receipts from dairy farms and 
from other plants on routes as Class I 
milk in the marketing area and not less 
than 50 percent of such receipts as Class 
I milk both inside and outside the mar¬ 
keting area: Provided , That in the case 
of a handler operating a pool plant qual¬ 
ified pursuant to subparagraph (1) of 
this paragraph and two or more plants 
approved by the appropriate health au¬ 
thority in the marketing area as a source 
of supply* for such plant, such supply 
plants shall be considered as a unit 
(system) for purposes of plant qualifica¬ 
tion under this paragraph upon written 
notice to the market administrator by 
the handler designating the plants to be 
included and the period during which 
such designation shall apply. Such no¬ 
tice or notice of changes in designation 
shall be given on or before the first day 
of the first month to which such notice 
applies. 

(3) A manufacturing plant, located in 
the marketing area, from which any fluid 
milk product is moved to a plant which 
is a pool plant pursuant to subparagraph 
(1) of this paragraph if during the 
month not less than 90 percent of its 
receipts from dairy farmers are from 
Baltimore City permit holders who are 
members of a cooperative association of 
which 70 percent or more of the members 
are producers whose milk is received at 
other pool plants. 

(c) “Nonpool plant” means any milk 
manufacturing, processing or bottling 
plant other than a pool plant. 

§ 1027.4 Definitions of milk and milk 
products. 

(a) “Fluid milk product” means milk, 
skim milk, buttermilk, milk drinks (plain 
or flavored), concentrated milk, and (ex¬ 
cept eggnog, milk shake mix, ice cream 
mix, evaporated and plain or sweetened 
condensed milk or skim milk and steri¬ 
lized products in hermetically sealed 
containers) any mixture in fluid form 
of cream and milk or skim milk contain¬ 
ing less than 12 percent butterfat and 50 
percent of the quantity by weight of any 
such mixture containing at least 12 per¬ 
cent but less than 18 percent butterfat. 

(b) “Producer milk” means all skim 
milk or butterfat contained in milk re¬ 
ceived at a pool plant directly from pro¬ 
ducers, or diverted in accordance with 
the provisions of § 1027.2(e). 

(c) “Other source milk” means all skim 
milk and butterfat contained in or repre¬ 
sented by (1) receipts (including any 
Class II milk product produced in the 
handler’s plant during a prior month) in 
a form other than as fluid milk products 
which are reprocessed, converted or com¬ 
bined with another product during the 
month, and (2) receipts from any source 
in the form of fluid milk products other 
than as producer milk or from pool 
plants and opening inventory. 

(d) “Base milk” means milk received 
at a pool plant from a producer during 
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any of the months of March through 
June which is not in excess of such pro¬ 
ducer’s daily base computed pursuant 
to § 1027.63 multiplied by the number of 
days in such month on which such pro¬ 
ducer’s milk was received at such pool 
plant: Provided, That with respect to any 
producer on every-other-day delivery, 
the days of nondelivery shall be con¬ 
sidered as days of delivery for purpose 
of this paragraph and of § 1027.63. 

(e) "Excess milk" means milk received 
at a pool plant from a producer during 
any of the months of March through 
June which is in excess of base milk re¬ 
ceived from such producer during such 
month. 

Market Administrator 
§ 1027.20 Designation. 

The agency for the administration of 
this part shall be a "market adminis¬ 
trator” selected by the Secretary. He 
shall be entitled to such compensation 
as may be determined by, and shall be 
subject to removal at the discretion of, 
the Secretary. 

§ 1027.21 Powers. 

The market administrator shall have 
the following powers with respect to this 

part: 

(a) To administer its terms and pro¬ 
visions; 

(b) To make rules and regulations to 
effectuate its terms and provisions; 

(c) To receive, investigate, and report 
to the Secretary complaints of violations; 

and 

(d) To recommend amendments to the 
Secretary. 

§ 1027.22 Duties. 

The market administrator shall per¬ 
form all duties necessary to administer 
the terms and provisions of this part, in¬ 
cluding but not limited to the following: 

(a) Within 45 days following the date 
on which he enters upon his duties, or 
such lesser period as may be prescribed 
by the Secretary, execute and deliver to 
the Secretary a bond, effective as of the 
date on which he enters upon his duties 
and conditioned upon the faithful per¬ 
formance of such duties, in an amount 
and with surety thereon satisfactory to 
the Secretary; 

(b) Employ and fix the compensation 
of such persons as may be necessary to 
enable him to administer its terms and 
provisions; 

(c) Obtain a bond in a reasonable 
amount and with reasonable surety 
thereon, covering each employee who 
handles funds entrusted to the market 
administrator; 

<d) Pay out of the funds received pur¬ 
suant to § 1027.88, 

<1) The cost of his bond and the bonds 
of his employees, 

(2) His own compensation, and 

<3) All other expenses, except those 
incurred under § 1027.87, necessarily in¬ 
curred by him in the maintenance and 
functioning of his office and in the per¬ 
formance of his duties; 

<e) Keep such books and records as will 
cle arly reflect the transactions provided 
for in this part, and, upon request by the 
Secretary surrender the same to such 


other person as the Secretary may desig¬ 
nate; 

(f) Publicly announce at his discre¬ 
tion. unless otherwise directed by the 
Secretary, by posting in a conspicuous 
place in his office and by such other 
means as he deems appropriate, the 
name of any person, who after the date 
upon which he is required to perform 
such acts, has not made reports pursuant 
to § 1027.30 or payments pursuant to 
§§ 1027.80 through 1027.88; 

(g) Submit his books and records to 
examination by the Secretary, and fur¬ 
nish such information and reports as the 
Secretary may request; 

(h) Verify all reports and payments of 
each handler, by audit, if necessary, of 
such handler’s records and of the records 
of any other handler or person upon 
whose utilization the classification of 
skim milk and butterfat for such handler 
depends; 

(i) Prepare and make available for the 
benefit of producers, consumers, and 
handlers, such general statistics and in¬ 
formation concerning the operation of 
this part as do not reveal confidential 
information; 

(j) On or before the date specified, 
publicly announce by posting in a con¬ 
spicuous place in his office and by such 
other means as he deems appropriate, 
the following: 

(1) The 5th day of each month, the 
Class I price computed pursuant to 
§ 1027.50(a) for the current month, and 
the Class n price computed pursuant to 
§ 1027.50(b) and the handler butterfat 
differentials computed pursuant to 
§ 1027.51, both for the preceding month; 
and 

(2) The 11th day of each month, the 
uniform price computed pursuant to 
§ 1027.71, or the base and excess prices 
computed pursuant to § 1027.72 and the 
producer butterfat differential computed 
pursuant to § 1027.81, all for the preced¬ 
ing month; and 

(k) On or before the 11th day after the 
end of each month, report to each co¬ 
operative. association which so requests, 
the class utilization of milk purchased 
from such association or delivered to the 
pool plant(s) of each handler by pro¬ 
ducers who are members of such coop¬ 
erative association. For the purpose of 
this report, the milk so purchased or re¬ 
ceived shall be allocated to each class 
in the same ratio as all producer milk re¬ 
ceived by such handler during such 
month. 

(l) On or before March 1, 1960, and 
on or before February 20th of each year 
thereafter notify: 

(1) Each cooperative association of 
the daily base established by each pro¬ 
ducer member of such association; 

(2) Each nonmember producer of the 
daily base established by such producer. 

Reports, Records and Facilities 

§ 1027.30 Reports of receipts and utili¬ 
zation. 

(a) On or before the 7th day after the 
end of each month, or not later than the 
8th day after the end of the month if the 
report required by this paragraph is de¬ 
livered in person to the office of the 
market administrator, each cooperative 


association in its capacity as a handler 
and each handler with respect to each of 
his pool plants shall report for such 
month to the market administrator in 
the detail and on forms prescribed by the 
market administrator as follows: 

(1) The quantities of skim milk and 
butterfat contained in, (i) receipts of 
producer milk (including such handler’s 
own production), (ii) receipts of fluid 
milk products from other pool plants 
and (iii) receipts of other source milk; 

(2) Inventories of fluid milk products 
on hand at the beginning and end of 
the month; and 

(3) The utilization of all skim milk 
and butterfat required to be reported 
pursuant to this paragraph. 

(b) Each handler operating a non¬ 
pool plant from which fluid milk prod¬ 
ucts are disposed of on routes as Class 
I milk in the marketing area shall, unless 
otherwise directed by the market admin¬ 
istrator, report for such plant at the 
same time and in the same manner pre¬ 
scribed for a pool handler in paragraph 

(a) of this section. 

(c) Except as provided in paragraph 

(b) of this section each nonpool han¬ 
dler shall make reports to the market 
administrator at such time and in such 
manner as the market administrator 
may prescribe. 

§ 1027.31 Ollier reports. 

(a) Each pool handler, shall report 
to the market administrator in the detail 
and on forms prescribed by the market 
administrator as follows: 

(1) On or before the 20th day after 
the end of the month, for each of his 
pool plants, his producer payroll for such 
month, which shall show for each pro¬ 
ducer: (i) His name and address, (ii) 
the total pounds of milk received from 
such producer, (iii) the average butter¬ 
fat content of such milk, and (iv) the net 
amount of the handler’s payment, to¬ 
gether with the price paid and the 
amount and nature of any deduction; 

(2) On or before the first day other 
source milk is received at his pool 
plant(s) in the form of any fluid milk 
product; his intention to receive such 
product and on or before the last day 
such product is received, his intention to 
discontinue receipt of such product; and 

(3) Such other information with re¬ 
spect to receipts and utilization of but¬ 
terfat and skim milk as the market ad¬ 
ministrator shall prescribe. 

(b) Promptly after a producer moves 
from one farm to another, or starts or 
resumes deliveries to any of a handler’s 
pool plants, the handler shall file with 
the market administrator a report stat¬ 
ing the producer’s name and post office 
address, the date on which the change 
took place, and the farm and plant loca¬ 
tion involved. 

(c) Each pool handler who receives 
milk during the month from producers 
for which payment is to be made to a 
cooperative association pursuant to 
§ 1027.80(b) shall on or before the 11th 
day after the end of each month report 
to such cooperative association concern¬ 
ing each producer-member of such co¬ 
operative association from whom he re¬ 
ceived milk during the month as follows: 
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(1) The name, address and code num¬ 
ber, if any; 

(2) The total deliveries and the num¬ 
ber of days on which delivery was made; 

(3) The average butterfat test of the 
milk delivered; and 

(4) The nature and amount of any 
deductions to be made in payments due 
such producer. 

<d) Each pool handler dumping skim 
milk pursuant to 5 1027.41(b)(3) shall 
give the market administrator during 
normal duty hours, not less than three 
hours advance notice of intention to 
make such disposition and of the quan¬ 
tities of skim milk involved. 

§ 1027.32 Records and facilities. 

Each handler shall maintain and make 
available to the market administrator 
during the usual hours of business such 
accounts and records of his operations 
together with such facilities as are 
necessary for the market administrator 
to verify or establish the correct data for 
each month, with respect to; 

(a) The receipt and utilization of all 
skim and butterfat handled in any form; 

(b) The weights and tests for butterfat 
and other content of all milk and milk 
products handled; 

(c) The pounds of skim milk and but¬ 
terfat contained in or represented by 
all items in inventory at the beginning 
and end of each month required to be 
reported pursuant to 5 1027.30(a)(2); 
and 

<d) Payments to producers and co¬ 
operative associations, including any de¬ 
ductions, and the disbursement of money 
so deducted. 

§ 1027.33 Retention of records. 

All books and records required under 
this part to be made available to the 
market administrator shall be retained 
by the handler for a period of three 
years to begin at the end of the month 
• to which such books and records pertain: 
Provided, That if within such three- 
year period, the market administrator 
notifies the handler in writing that the 
retention of such books and records, is 
necessary in connection with a proceed¬ 
ing under section 8c(15)(A) of the Act 
or a court action specified in such notice, 
the handler shall retain such books and 
records, or specified books and records, 
until further notification from the 
market administrator. In either case, 
the market administrator shall give fur¬ 
ther written notification to the handler 
promptly upon the termination of the 
litigation or when the records are no 
longer necessary in connection therewith. 

Classification of Milk 

§ 1027.10 Skim milk and butterfat lo be 
classified. 

All skim milk and butterfat received 
within the month at pool plants and 
which are required to be reported pur¬ 
suant to § 1027.30 shall be classified by 
the market administrator in accordance 
with the provisions of §§ 1027.41 through 
1027.46. 

§ 1027.41 Classes of utilization. 

Subject to the conditions set forth in 
§§ 1027.42 to 1027.46 the classes of utili¬ 
zation shall be as follows; 
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(a) Class I milk . Class I milk shall be 
all skim milk (including that used to pro¬ 
duce concentrated milk and reconsti¬ 
tuted or fortified skim milk) and butter¬ 
fat: 

(1) Disposed of in the form of fluid 
milk products except as provided in para¬ 
graph (b) (2) and (3) of this section, 
and 

(2) Not specifically accounted for as 
Class II milk. 

(b) Class II milk. Class n milk shall 
be all skim milk and butterfat (1) used 
to produce any product other than those 
designated as Class I milk pursuant to 
paragraph (a)(1) of this section; (2) 
disposed of for livestock feed; (3) con¬ 
tained in the skim dumped if the con¬ 
ditions of § 1027.31(d) are met by the 
handler; (4) contained in inventory of 
fluid milk products on hand at the end 
of the month; (5) in actual plant shrink¬ 
age not to exceed two percent of skim 
milk and butterfat. respectively, in pro¬ 
ducer milk; and (6) in shrinkage of 
other source milk. 

§ 1027.42 Shrinkage. 

The market administrator shall allo¬ 
cate shrinkage of each pool plant as 
follows: 

(a) Compute the total shrinkage of 
skim milk and butterfat, respectively; 
and 

(b) Allocate the resulting amounts pro 
rata to skim milk and butterfat, respec¬ 
tively, in receipts of producer milk and 
other source milk. 

§ 1027.43 Responsibility of handlers 
and the reclassificution of milk. 

(a) All skim milk and butterfat shall 
be Class I milk unless the handler who 
first receives such skim milk or butterfat 
proves to the market administrator that 
such skim milk or butterfat should be 
classified otherwise; and 

(b) Any skim milk or butterfat shall 
be reclassified if verification by the mar¬ 
ket administrator discloses that the 
original classification was incorrect. 

§ 1027.44 Transfers. 

Skim milk or butterfat disposed of 
during the month from a pool plant shall 
be classified; 

(a) As Class I milk if transferred in 
the form of any fluid milk product to 
the pool plant of another handler unless 
utilization as Class II milk is claimed 
in the reports submitted for both pool 
plants for the month to the market ad¬ 
ministrator pursuant to § 1027.30(a): 
Provided , That the skim milk or butter- 
fat so classified as Class II milk shall be 
limited to the amount thereof remaining 
in Class n milk in the transferee plant 
after the allocation of other source milk 
pursuant to § 1027.46 and any additional 
amounts of such skim milk or butterfat 
shall be classified as Class I milk: And 
provided further. That if either or both 
pool plants have receipts of other source 
milk, the skim milk or butterfat so trans¬ 
ferred shall be classified at both plants 
so as to allocate the greatest possible 
Class I utilization to the producer milk 
at both plants. 

(b) As Class I milk if transferred or 
diverted in the form of any fluid milk 
product to a producer-handler. 


(c) As Class I milk if transferred In 
packaged form to a nonpool plant in the 
form of any fluid milk product. 

(d) As Class I milk if transferred or 
diverted in bulk in the form of any 
fluid milk product to a nonpool plant, 
(other than the plant of a producer- 
handler) to the extent of the disposition 
of skim milk and butterfat, respectively, 
from such plant on routes as Class I milk 
in the marketing area: Provided, That 
any remaining amount of such transfer 
or diversion shall be allocated to the 
highest utilization remaining in the 
transferee plant after the prior assign¬ 
ment of receipts at such plant from dairy 
farmers who the market administrator 
determines constitute its regular source 
of supply. 

(e) Except as provided in paragraph 

(d) of this section as Class I milk if 
transferred or diverted in bulk in the 
form of any fluid milk product to a non¬ 
pool plant, located less than 300 miles 
from the City Hall in Baltimore, Mary¬ 
land, unless (1) the handler claims 
Class II utilization in his report sub¬ 
mitted pursuant to § 1027.30(a); (2) the 
operator of the transferee plant main¬ 
tains books and records showing the 
utilization of all skim milk and butterfat 
at such plant which are made available 
if requested by the market administrator 
for the purpose of verification; and (3) 
an equivalent Class II utilization was 
available in such plant after the assign¬ 
ment of receipts at such plant from other 
Federal order plants in the class to which 
assigned under such other order(s>: 
Provided, That if upon inspection of the 
records of such plant it is found that 
an equivalent utilization of skim milk 
and butterfat was not available the re¬ 
maining pounds shall be classified as 
Class I. 

(f) As Class I milk if transferred or 
diverted in bulk in the form of any fluid 
milk products to a nonpool plant located 
more than 300 miles from the City Hall 
in Baltimore, Maryland. 

§ 1027.45 Computation of skim milk 
and butterfat in each class. 

For each month, the market adminis¬ 
trator shall correct for mathematical 
and for other obvious errors the reports 
of receipts and utilization submitted pur¬ 
suant to § 1027.30(a) for each pool plant 
of each handler and shall compute the 
pounds of skim milk and butterfat in 
Class I milk and Class II milk for such 
handlers: Provided, That if any of the 
water contained in the milk from which 
a product is made is removed before the 
product is utilized or disposed of by a 
handler, the pounds of skim milk dis¬ 
posed of in such product shall be con¬ 
sidered to be a quantity equivalent to 
the nonfat milk solids contained in such 
product plus all of the water originally 
associated with such solids. 

§ 1027.46 Allocation of skim milk and 
butterfat classified. 

After making the computations pur¬ 
suant to § 1027.45, the market adminis¬ 
trator shall determine the classification 
of producer milk received at each pool 
plant as follows: 

(a) Skim milk shall be allocated in 
the following manner: 
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(1) Subtract from the total pounds of 
skim milk in Class II milk the pounds 
of skim milk in producer milk classified 
pursuant to § 1027.41(b) (5) ; 

(2) Subtract from the remaining 
pounds of skim milk in each class, in 
series beginning with Class II milk, the 
pounds of skim milk in other source milk 
received during the month in a form 
other than fluid milk products; 

(3) Subtract from the remaining 
pounds-of skim milk in each class, in se¬ 
ries beginning with Class II milk, the 
pounds of skim milk in other source 
milk received in the form of any fluid 
milk product from plants which are not 
fully subject to the pricing provisions of 
another order issued pursuant to the 
Act; 

(4) Subtract from the remaining 
pounds of skim milk in each class, in se¬ 
ries beginning with Class II milk, the 
pounds of skim milk in other source milk 
in bulk receipts in the form of any fluid 
milk product from plants which are fully 
subject to the pricing provisions of an¬ 
other order issued pursuant to the Act; 

(5) Subtract from the pounds of skim 
milk remaining in Class II milk, in excess 
of the pounds of skim milk in inventory 
of fluid milk products on hand at the end 
of the month, the pounds of skim milk in 
inventory of such products on hand at 
the beginning of the month: Provided , 
That if the pounds of skim milk in such 
beginning inventory is greater than the 
remaining Class n milk utilization the 
difference shall be subtracted from the 
pounds of skim milk remaining in Class 
I milk; 

(6) Subtract from the remaining 
pounds of skim milk in Class I milk the 
pounds of skim milk in packaged fluid 
milk products received from fully regu¬ 
lated plants under the provisions of an¬ 
other order issued pursuant to the Act; 

(7) Subtract from the remaining 
pounds of skim milk in each class the 
pounds of skim milk received from the 
pool plants of other handlers in the form 
of fluid milk products according to the 
classification determined pursuant to 
§ 1027.44(a); 

(8) Add to the remaining pounds of 
skim milk in Class n the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (l) of this paragraph; and 

(9) If the remaining pounds of skim 
milk in both classes exceed the pounds 
of skim milk contained in producer milk, 
subtract such excess from the remain¬ 
ing pounds of skim milk in each class in 
series beginning with Class II milk. Any 
amount so subtracted shall be known as 
“overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the same procedure out¬ 
lined for skim milk in paragraph (a) of 
this section; and 

(c) Add the pounds of skim milk and 
the pounds of butterfat allocated to pro¬ 
ducer milk in each class computed pur¬ 
suant to paragraphs (a) and (b) of this 
section and determine the weighted av¬ 
erage butterfat content of each class. 

Minimum Prices 
§ 1027.50 Class prices. 

Subject to the provisions of §§ 1027.51 
and 1027.52 each handler shall pay, at 


the time and in the manner set forth in 
§ 1027.80 for each hundredweight of milk 
containing 3.5 percent butterfat received 
at his pool plant(s) during the month 
from producers or a cooperative associa¬ 
tion not less than the following prices 
per hundredweight for the respective 
quantities of milk in each class computed 
pursuant to § 1027.46. 

(a) Class I price. During the first 18 
months from the effective date of this 
part the price for Class I milk shall be 
$5.55 for the months of July through 
February and $5.10 for the months of 
March through June: Provided. That 
such price in any month shall be adjusted 
to reflect the deviation of the average of 
the Federal order Class I prices for the 
Philadelphia, New York and Chicago 
markets for such month from such aver¬ 
age price in the corresponding month of 
1958, as follows: 


Three-market average devia- Class I price 
tion from corresponding adjustment 

month of 1958 (cents), (cents) 
plus or minus: plies or minus 

0-15. 0 

15.1- 35.. 20 

35.1- 55.40 

55.1- 75. 60 

75.1- 95. 80 


(b) Class II price. The price for Class 
II milk shall be the sum of the values of 
butterfat and skim milk computed as 
follows: 

(1) Butterfat. Add all weekly quota¬ 
tions per 40-quart can of 40 percent sweet 
cream approved for Pennsylvania and 
New Jersey in the Philadelphia market 
as reported each week ending within the 
month by the Department, divide by the 
number of quotations, subtract $2.00, 
divide by 33.48, multiply by 3.5: Provided , 
That such butterfat value shall not be 
less than 3.5 times 120 percent of the 
average Grade A (92-score) butter price 
at New York as reported by the Depart¬ 
ment for the month for which payment 
is to be made less 17 cents; 

(2) Skim milk. The average of carlot 
prices per pound for nonfat dry milk, 
spray and roller process, respectively, for 
human consumption, f.o.b. manufactur¬ 
ing plants in the Chicago area, as re¬ 
ported for the period from the 26th day 
of the preceding month through the 25th 
day of the current month by the Depart¬ 
ment shall determine the skim values as 
follows: 


Average price per pound of 
nonfat dry milk (spray 
and roUer process) Skim value 

$0.0065 or below_ 

$0.066-$0.075. $0,075 

$0.076-$0.085.150 

$0.086-$0.095.225 

$0.096-$0.105.300 

$0.106-$0.115. 375 

$0.116-$0.125.450 

$0.126-$0.135.625 

$0.136-$0.145.600 

$0.146-$0.155.675 

$0.156-$0.165..750 

$0.166-$0.175. .825 

$0.176-$0.185.900 

$0.18G-$0.195.976 


§ 1027.51 Butterfat differentials to han¬ 
dlers. 

For milk containing more or less than 
3.5 percent butterfat, the class prices 
pursuant to § 1027.50 shall be increased 


or decreased, respectively, for each one- 
tenth of one percent butterfat content 
variation from 3.5 percent, by the appro¬ 
priate rate, rounded to the nearest one- 
tenth cent, determined as follows: 

(a) Class I milk. Add all weekly quo¬ 
tations per 40-quart can of 40 percent 
fresh sweet cream, approved for Penn¬ 
sylvania and New Jersey, in the Philadel¬ 
phia market as reported each week end¬ 
ing within the month by the Department, 
divide by the number of quotations and 
divide the resulting amount by 334.8: 
Provided , That if the result is less than 
the Class II differential determined pur¬ 
suant to paragraph (b) in this section, 
such Class II differential shall also be 
applicable to Class I milk; and 

(b) Class II milk. Divide by 35 the 
butterfat value determined pursuant to 
§ 1027.50(b)(1). 

§ 1027.52 Location differentials to han¬ 
dlers. 

For that milk received from producers 
at a pool plant located 75 miles or more 
from the nearer of the City Hall in Balti¬ 
more or the Courthouse in Salisbury, 
Maryland, by the shortest hard-surfaced 
highway distance as determined by the 
market administrator, and which is as¬ 
signed to Class I milk, the price specified 
in § 1027.50(a) shall be reduced 12 cents 
per hundredweight plus an additional 
1.5 cents for each additional 10 miles or 
fraction thereof in excess of 75 miles: 
Provided , That for the purpose of calcu¬ 
lating such location differential, prod¬ 
ucts designated as Class I milk which are 
transferred between pool plants shall be 
assigned first to any remainder of Class 
n milk in the transferee plant after 
making the allocations prescribed in 
5 1027.46(a) (1) through (5) and the 
corresponding steps in § 1027.46(b) for 
such plant, such assignment to the 
transferor plant to be made in sequence 
beginning with the plant where the 
largest location differential is applicable. 

§ 1027.53 Use of equivalent price or 
index. 

If for any reason a price quotation or 
index required by this part for comput¬ 
ing class prices or for any other purpose 
is not available in the manner described, 
the market administrator shall use a 
price determined by the Secretary to be 
equivalent to the price or index which is 
required. 

Application of Provisions 
§ 1027.60 Producer-handler. 

Sections 1027.40 through 1027.46, 
1027.50 through 1027.52, 1027.62 through 
1027.64, 1027.70 through 1027.72, 1027.80 
through 1027.89 shall not apply to a 
producer-handler. 

§ 1027.61 Plants subject to other Fed¬ 
eral orders. 

A plant specified in paragraph (a) or 
(b) of this section shall be considered as 
a nonpool plant except that the operator 
of such plant shall, with respect to the 
total receipts and utilization or disposi¬ 
tion of skim milk and butterfat at the 
plant, make reports to the market ad¬ 
ministrator at such time and in such 
manner as the market administrator 
may require and allow verification of 
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such reports by the market admin¬ 
istrator. 

(a) Any plant qualified pursuant to 
§ 1027.3(b) (1) which would otherwise be 
subject to the classification and pricing 
provisions of another order issued pur¬ 
suant to the Act unless a greater volume 
of Class I milk is disposed of from such 
plant on routes in this marketing area 
than in a marketing area pursuant to 
such other order. 

(b) Any plant qualified pursuant to 
§ 1027.3(b) (2) which would otherwise be 
subject to the classification and pricing 
provisions of another order issued pursu¬ 
ant to the Act unless such plant qualified 
as a pool plant pursuant to the first 
proviso in § 1027.3(b) for each month 
during the preceding September through 
February. 

§ 1027.62 Payments on other source 

milk. 

On or before the 13th day after the 
end of each month, handlers shall make 
payments to producers through the 
producer-settlement fund as follows: 

(a) Each pool handler who received 
other source milk which is allocated to 
Class I pursuant to § 1027.46 (a) (2) and 

(b) shall make payment on the quantity 
so allocated at the difference between 
the Class n price and the Class I price 
applicable at the location of his pool 
plant qualified pursuant to § 1027.3 

(b)(1). 

(b) Each pool handler who received 
other source milk which is allocated to 
Class I pursuant to § 1027.46 (a) (3) and 
(b) shall make payment on the quantity 
so allocated at the difference between 
the Class I price and the Class n price 
applicable at the location of the nearest 
nonpool plant(s) (as determined by the 
application of the location differential 
rate pursuant to § 1027.52) from which 
an equivalent amount of such other 
source milk was received. 

(c) Each pool handler who received 
other source milk w r hich is allocated to 
Class I pursuant to § 1027.46 (a) (4) or 
(6) and (b), which milk was not classi¬ 
fied and priced as Class I milk under such 
other Federal order, shall make payment 
on the quantity of such milk at the dif¬ 
ference between the Class I price and the 
Class n price applicable at the location 
of the nearest other Federal order 
plant(s) (as determined by the applica¬ 
tion of the location differential rate 
presented in § 102732) from which an 
equivalent amount of such other source 
milk was received. 

(d) Each handler operating a nonpool 
plant which is not subject to the classifi¬ 
cation and pricing provisions of another 
order issued pursuant to the Act. and 
from which Class I milk is disposed of on 
routes in the marketing area during the 
month, shall make payment on the quan¬ 
tity of skim milk and butterfat so dis¬ 
posed of which is in excess of his receipts 
of skim milk and butterfat, respectively, 
classified and priced as Class I milk 
under this or any other Federal order at 
the difference between the Class I price 
and the Class n price applicable at the 
location of such plant. 

(eT Each handler operating a nonpool 
plant which is subject to the classiflca- 
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tion and pricing provisions of another 
order issued pursuant to the Act, and 
from which Class I milk is disposed of on 
routes in the marketing area during the 
month shall make payment on any quan¬ 
tity of skim milk and butterfat so dis¬ 
posed of which was not classified and 
priced as Class I under such other order, 
at the difference between the Class I and 
Class n price applicable at the location 
of such plant. 

§ 1027.63 Computation of base for each 
producer. 

For each of the months of March 
through June of each year the market 
administrator shall compute a base for 
each producer as follows, subject to the 
rules set forth in § 1027.64: 

(a) Divide the total pounds of milk 
received by a pool handler (s) from such 
producer during the months of July 
through December immediately preced¬ 
ing by the number of days of such pro¬ 
ducer's delivery in such period, but not 
less than 154 days: Provided, That for 
purposes of determining bases to be effec¬ 
tive during the March-June period 1960, 
records of receipts at plants and records 
of the cooperative associations satisfac¬ 
tory to the market administrator, shall 
be used for the period July 1 through 
December 1959: And provided further, 
That in the case of a producer on every - 
other-day delivery, the days of nonde¬ 
livery shall be considered days of 
delivery for purposes of this section. 

§ 1027.64 Base rules. 

The following rules shall apply in con¬ 
nection with the establishment of bases: 

(a) A base computed pursuant to 
§ 1027.63 may be transferred in its en¬ 
tirety upon written notice to the market 
administrator on or before the last day 
of the month of transfer, but only if a 
producer sells, leases or otherwise con¬ 
veys his herd to another producer and 
it is established to the satisfaction of the 
market administrator that the convey¬ 
ance of the herd was bona fide and not 
for the purpose of evading any provision 
of this part: 

(b) If a producer operates more than 
one farm, each delivering milk to a pool 
plant, he shall establish a separate base 
with respect to producer milk delivered 
from each such farm. 

(c) Only one base shall be allotted 
with respect to milk produced by one or 
more persons w'here the herd, land, 
buildings, and equipment used are jointly 
owned or operated: Provided , That if a 
base is held jointly, the entire base .shall 
be transferable only upon the receipt of 
an application signed by all joint holders 
or their heirs, or assigns; 

§ 1027.70 Computation of the value of 
producer milk for each handler. 

For each month, the market adminis¬ 
trator shall compute the value of pro¬ 
ducer milk for each pool handler as 
follows: 

(a) Multiply the pounds of producer 
milk in each class computed pursuant 
to § 1027.46 by the applidable class price 
and total the resulting amounts. 

(b) Add the amount of any payments 
due from such handler pursuant to 
§ 1027.62 (a), (b) and (c). 


(c) Add the amounts computed by 
multiplying the pounds of “overage” de¬ 
ducted from each class pursuant to 
§ 1027.46 (a) (9) and (b) by the appli¬ 
cable class price. 

(d) Add the amount computed by 
multiplying the difference between the 
appropriate Class n price for the pre¬ 
ceding month and the appropriate Class 
I price for the current month by the 
hundredweight of producer milk classi¬ 
fied in Class II during the preceding 
month less allowable shrinkage allocated 
pursuant to § 1027.46 (a)(1) and (b) in 
such month, or the hundredweight of 
milk subtracted from Class I pursuant 
to § 1027.46 (a)(5) and (b) for the cur¬ 
rent month, whichever is less; 

(e) Add the amount computed by 
multiplying the difference between the 
appropriate Class n price for the pre¬ 
ceding month and the appropriate Class 
I price for the current month by the 
hundredweight of milk allocated to Class 
I pursuant to § 1027.46 (a) (5) and (b) 
for the current month which is in excess 
of (1) the hundredweight of milk for 
which an adjustment was made pur¬ 
suant to paragraph (d); and (2) the 
hundredweight of milk assigned to Class 
n pursuant to § 1027.46 (a) (4) and (b) 
for the previous month and which was 
classified and priced as Class I under the 
other Federal order; and 

(f) Add or subtract, as the case may 
be, an amount necessary to correct 
errors discovered by the market admin¬ 
istrator in the verification of reports of 
such handler of his receipts and utiliza¬ 
tion of skim milk and butterfat for 
previous months. 

§ 1027.71 Computation of the uniform 
price. 

For each of the months of July through 
February, the market administrator 
shall compute the uniform price per 
hundredweight of producer milk of 3.5 
percent butterfat content, f.o.b. market 
as follows: 

(a) Combine into one total the net 
obligations computed pursuant to 
§ 1027.70 for all handlers who made re¬ 
ports prescribed in § 1027.30(a) for the 
month who were not in default of pay¬ 
ments pursuant to § 1027.84 for the pre¬ 
ceding month; 

(b) Subtract, if the weighted average 
butterfat content of producer milk in 
paragraph (a) is greater than 3.5 per¬ 
cent, or add, if such average butterfat 
content is less than 3.5 percent an 
amount computed by multiplying the 
amount by which the average butterfat 
content of such milk varies from 3.5 per¬ 
cent by the producer butterfat differen¬ 
tial computed pursuant to $ 1027.81 and 
multiply the resulting figure by the total 
hundredweight of such milk; 

(c) Add an amount equal to the sum 
of deductions to be made from producer 
payments for location differentials pur¬ 
suant to § 1027.82; 

(d) Add an amount equal to not less 
than one-half of the unobligated balance 
on hand in the producer-settlement 
fund; 

(e) Divide the resulting amount by 
the total hundredweight of producer 
milk included under paragraph (a) in 
this section; and 
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(t) Subtract not less than 4 cents nor 
more than 5 cents from the amount com¬ 
puted pursuant to paragraph (e) of this 

section. 

§ 1027.72 Price for base milk and excess 
milk. 

For each of the months of March 
through June the price for base milk 
and excess milk of 3.5 percent butterfat 
content, f.o.b. market, shall be as follows: 

(a) The price for excess milk shall be 
the Class II price computed pursuant to 
§ 1027.50(b); and 

(b) The price for base milk shall be 
the price computed by the market ad¬ 
ministrator as follows: 

(1) Make the same commutations as 
required pursuant to§ 1027.71(a) through 
(d>; 

(2) Subtract from the resulting value 
an amount computed by multiplying the 
total hundredweight of excess milk by 
the excess price pursuant to paragraph 
(a) in this section; 

(3) Divide the value obtained pur¬ 
suant to subparagraph (2) in this para¬ 
graph by the total hundredweight of 
base milk; and 

(4) Subtract from the resulting 
amount not less than 4 cents nor more 
than 5 cents. 

Payments 

§ 1027.80 Time and method of payment. 

(a) Except as provided in paragraph 
<b) of this section each pool handler on 
or before the 15th day after the end of 
each month shall make payment to each 
producer for milk which was received 
from such producer during the month at 
not less than the uniform price computed 
pursuant to § 1027.71 for the months of 
July through February and at not less 
than the price for base milk computed 
pursuant to § 1027.72(b) with respect to 
base milk received from such producer, 
and not less than the excess price deter¬ 
mined pursuant to § 1027.72(a) for ex¬ 
cess milk received from such producer 
for the months of March through June 
subject to the following adjustments: 
(1) The butterfat differential computed 
pursuant to § 1027.81, (2) less the loca¬ 
tion differential computed pursuant to 
5 1027.82. and (3) less proper deductions 
authorized in writing by such producer: 
Provided, That if by such date such han¬ 
dler has not received full payment from 
the market administrator pursuant to 
§ 1027.85 for such month, he may reduce 
pro rata his payments to producers by 
not more than the amount of such un¬ 
derpayment. Payment to producers 
shall be completed thereafter not later 
than the date for making payments pur¬ 
suant to this paragraph next following 
after receipt of the balance due from the 
market administrator; 

<b) In the case of a cooperative asso¬ 
ciation which the market administrator 
determines is authorized by its producer- 
members to collect payment for their 
milk and which has so requested any 
handler in writing, such handler shall on 
or before the day prior to the date on 
which payments are due individual pro¬ 
ducers. pay the cooperative association 
lor milk received during the month 
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from the producer-members of such as¬ 
sociation as determined by the market 
administrator, an amount not less than 
the total due such producer-members as 
determined pursuant to paragraph (a) 
of this section; 

(c) In the case of milk received by 
a handler from a cooperative association 
in its capacity as a handler such handler 
shall on or before the day prior to the 
date on which payments are due indi¬ 
vidual producers, pay to such cooperative 
association for milk so received during 
the month, an amount not less than the 
value of such milk computed at the appli¬ 
cable class prices for the location of the 
plant of the buying handler. 

§ 1027.81 Producer butterfat differ¬ 
ential. 

In making payments pursuant to 
§ 1027.80 (a) or (b), the uniform prices 
and the price for base and for excess 
milk shall be adjusted for each one-tenth 
of one percent of butterfat content in 
the milk of each producer above or below 
3.5 percent, as the case may be, by a 
butterfat differential equal to the aver¬ 
age of the butterfat differentials deter¬ 
mined pursuant to § 1027.51 (a) and (b) 
weighted by the pounds of butterfat in 
producer milk in each class and rounded 
to the nearest full cent. 

§ 1027.82 Location differential to pro¬ 
ducers. 

In making payments to producers or 
to a cooperative association pursuant to 
§ 1027.80(a) and in making payment for 
base milk pursuant to § 1027.80(b) a 
handler shall deduct with respect to all 
such milk received at pool plants located 
75 miles by shortest highway distance 
from the nearer of the City Hall, Balti¬ 
more. Maryland, or the Courthouse, 
Salisbury, Maryland, as determined by 
the market administrator. 12 cents per 
hundredweight plus 1.5 cents for each 
additional 10-mile distance, or fraction 
thereof, which such plant is located from 
such point. 

§ 1027.83 Producer-settlement fund. 

The market administrator shall es¬ 
tablish and maintain a separate fund 
known as the “producer-settlement 
fund'* into which he shall deposit all 
payments made by handlers pursuant to 
§§ 1027.62, 1027.84 and 1027.86 and out 
of which he shall make all payments 
pursuant to §§ 1027.85 and 1027.86; Pro¬ 
vided, That the market administrator 
shall offset any such payment due to 
any handler against payment due from 
such handler. 

§ 1027.81 Payments to the producer- 
settlement fund. 

On or before the 13th day after the 
end of each month, each handler, in¬ 
cluding a cooperative association which 
is a handler, shall pay to the market 
administrator for payment to producers 
through the producer-settlement fund 
the amount by which the net pool obli¬ 
gation of such handler is greater than 
the sum required to be paid producers 
by such handler pursuant to § 1027.80 (a) 
and (b). 
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§ 1027.85 Payment*} out of the producer- 
settlement fund. 

On or before the 13th day after the 
end of the month, the market admin¬ 
istrator shall pay to each handler for 
payment to producers the amount by 
which the sum required to be paid pro¬ 
ducers by such handler pursuant to 
§ 1027.80 (a) and (b) is greater than the 
net pool obligations of such handler: 
Provided, That if the balance in the 
producer-settlement fund is insufficient 
to make all payments pursuant to this 
section, the market administrator shall 
reduce uniformly such payments and 
shall complete such payments as soon as 
the necessary funds are available. 

§ 1027.86 Adjustment of accounts. 

Whenever verification by the market 
administrator of reports or payments of 
any handler discloses errors resulting in 
money due (a) the market administra¬ 
tor from such handler, (b) such handler 
from the market administrator, or (c) 
any producer or cooperative association 
from such handler, the market admin¬ 
istrator shall promptly notify such 
handler of any amount so due and pay¬ 
ment thereof shall be made on or before 
the next date for making payments set 
forth in the provisions under which such 
error occurred. 

§ 1027.87 Marketing services. 

(a) Except as set forth In paragraph 
(b) of this section, each handler, in mak¬ 
ing payments directly to producers for 
milk (other than milk of his own pro¬ 
duction) pursuant to § 1027.80(a) shall 
deduct 5 cents per hundredweight or 
such lesser amount as the Secretary may 
prescribe and shall pay such deductions 
to the market administrator on or before 
the 18th day after the end of the month. 
Such money shall be expended by the 
market administrator to provide market 
information and to verify the weights, 
samples and tests of milk of producers 
who are not receiving such service from 
a cooperative association; and 

(b) In the case of producers for whom 
the Secretary determines a cooperative 
association is actually performing the 
services set forth in paragraph (a) of 
this section, each handler shall make, in 
lieu of the deduction specified in para¬ 
graph (a) of this section, such deduc¬ 
tions from the payments to be made di¬ 
rectly to such producers pursuant to 
§ 1027.80(a) as are authorized by such 
producers on or before the 18th day 
after the end of each month and pay 
such deductions to the cooperative 
rendering such services. 

§ 1027.88 Expense of administration. 

As his pro rata share of the expense of 
administration of this part, each han¬ 
dler, including any cooperative associa¬ 
tion which is a handler, shall pay to the 
market administrator on or before the 
18th day after the end of the month, 5 
cents per hundredweight or such lesser 
amount as the Secretary may prescribe 
for each hundredweight of skim milk and 
butterfat contained in (a) producer milk 
(including such handler’s own farm pro¬ 
duction) , (b) other source milk at a pool 
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plant which is allocated to Class I milk 
pursuant to 5 1027.46(a) (2), (3) and 

(b). or (c) Class I milk for which a pay¬ 
ment is due pilrsuant to § 1027.62(d), 

§ 1027.89 Termination of obligations. 

The provisions of this section shall 
apply to any obligation under this part 
for the payment of money. 

(a) The obligation of any handler to 
pay money required to be paid under the 
terms of this part shall, except as pro¬ 
vided in paragraphs (a) and (c), termi¬ 
nate two years after the last day of the 
month during which the market admin¬ 
istrator receives the handler’s utilization 
report on the milk involved in such obli¬ 
gation, unless within such two-year 
period the market administrator notifies 
the handler in writing that such money 
is due and payable. Service of such 
notice shall be complete upon mailing to 
the handler’s last known address, and it 
shall contain but need not be limited to, 
the following information: 

(1) The amount of the obligation; 

(2) The month (s) during which the 
milk, with respect to which the obliga¬ 
tion exists, was received or handled; 
and 

(3) If the obligation is payable to one 
or more producers or to an association of 
producers, the name of such producer(s) 
or association of producers, or if the 
obligation is payable to the market ad¬ 
ministrator, the account for which it is 
to be paid; 

(b) If a handler fails or refuses, with 
respect to any obligation under this part, 
to make available to the market admin¬ 
istrator or his representatives all books 
and records required by this part to be 
made available, the market administrator 
may, within the two-year period pro¬ 
vided for in paragraph (a) of this sec¬ 
tion, notify the handler in writing of 
such failure or refusal. If the market 
administrator so notifies a handler, the 
said two-year period with respect to such 
obligation shall not begin until the first 
day of the month following the month 
during which all such books and records 
pertaining to such obligations are made 
available to the market administrator 
or his representatives; 

(c) Notwithstanding the provisions of 
paragraphs (a) and (b) of this section, a 
handler’s obligation under this part to 
pay money shall not be terminated with 
respect to any transaction involving 
fraud or willful concealment of a fact, 
material to the obligation on the part of 
the handler against whom the obligation 
is sought to be imposed; and 

(d) Any obligation on the part of the 
market administrator to pay a handler 
any money which such handler claims 
to be due him under the terms of this 
part shall terminate two years after the 
end of the month during which the milk 
involved in the claim was received if an 
underpayment is claimed, or two years 
after the end of the month during which 
the payment (including deduction or set 
off by the market administrator) was 
made by the handler if a refund on such 
payment is claimed, unless such handler, 
within the applicable period of time hies, 
pursuant to section 8c(15) (A) of the Act, 
a petition claiming such money. 


RULES AND REGULATIONS 

Effective Time, Suspension, or 
Termination 

§ 1027.90 Effective time* 

The provisions of this part, or any 
amendment to this part, shall become 
effective at such time as the Secretary 
may declare and shall continue in force 
until suspended or terminated, pursuant 
to § 1027.91. 

§ 1027.91 Suspension or termination. 

The Secretary may suspend or termi¬ 
nate this part or any provision of this 
part, whenever he finds that this part 
or any provision of this part, obstructs, 
or does not tend to effectuate the de¬ 
clared policy of the Act. This part shall 
terminate, in any event, whenever the 
provisions of the Act authorizing it cease 
to be in effect. 

§ 1027.92 Continuing obligations. 

If under the suspension or termination 
of any or all provisions of this part, there 
are any obligations thereunder, the final 
accrual or ascertainment of which re¬ 
quires further acts by any person (in¬ 
cluding the market administrator), such 
further acts shall be performed notwith¬ 
standing such suspension or termination. 

§ 1027.93 Liquidation. 

Upon the suspension or termination 
of the provisions of this part, except this 
section, the market administrator, or 
such liquidating agent as the Secretary 
may designate, shall, if so directed by 
the Secretary, liquidate the business of 
the market administrator’s office, dispose 
of all property in his possession or con¬ 
trol, including accounts receivable, and 
execute and deliver all assignments or 
other instruments necessary or appro¬ 
priate to effectuate any such disposition. 
If the liquidating agent is so designated, 
all assets, books and records of the mar¬ 
ket administrator shall be transferred 
promptly to such liquidating agent. If, 
upon such liquidation, the funds on hand 
exceed the amounts required to pay out¬ 
standing obligations of the office of the 
market administrator and to pay neces¬ 
sary expenses of liquidation and distribu¬ 
tion, such excess shall be distributed to 
contributing handlers and producers in 
an equitable manner. 

Miscellaneous Provisions 
§ 1027.100 Agents. 

The Secretary may by designation in 
writing, name any officer or employee of 
the United States to act as his agent or 
representative in connection with any of 
the provisions of this part. 

§ 1027.101 Separability of provisions. 

If any provision of this part, or its 
application to any person or circum¬ 
stances is held invalid, the application 
of such provision and of the remaining 
provisions of this part, to other persons 
or circumstances shall not be affected 
thereby. 

Issued at Washington, D.C., this 28th 
day of December 1959, to be effective as 
follows: 

Sections 1027.0 through 1027.22(1), 
S$ 1027.30 through 1027.46, 5 1027.60 and 
§§ 1027.90 through 1027.101 shall be effec¬ 


tive on and after January 1, 1960 and all 
of the remaining provisions shall be ef¬ 
fective on and after February 1, 1960. 

Clarence L. Miller, 
Assistant Secretary. 

[F.R. Doc. 59-11145: Filed, Dec. 30. 1959; 
8:46 ajn.J 


Title 14—AERONAUTICS AND 
SPACE 

Chapter I—Federal Aviation Agency 

[Reg. Docket No. 165; Civil Air Regulations 
Arndt. 60-14AJ 

PART 60—-AIR TRAFFIC RULES 

Definition of Control Areas; Ex¬ 
tension of Effective Date 

Draft Release 59-16, published in the 
Federal Register on November 3, 1959, 
(24 F.R. 8951) gave notice that the Fed¬ 
eral Aviation Agency proposed to extend 
the mandatory effective date of Civil Air 
Regulations Amendment 60-14 (24 F.R. 
6) from January 1. 1960, to July 1, 1960. 

The reasons for the postponement of 
the amendment were set forth in detail 
in the draft release. Interested persons 
have been afforded an opportunity to 
comment and consideration has been 
given to all matter presented. Com¬ 
ments received from air carrier organiza¬ 
tions and the military services either en¬ 
dorsed the proposal, or voiced no objec¬ 
tion thereto. Many of the comments 
received from organizations and persons 
associated with general aviation were 
adverse to the postponement. However, 
as stated in the draft release, the imple¬ 
mentation of the amendment is of such 
magnitude that additional time must be 
provided to complete the studies regard¬ 
ing the problems of implementation, as 
well as to execute the associated air¬ 
space and charting actions. 

In consideration of the foregoing. 
Civil Air Regulations Amendment 60-14 
(24 F.R. 6) is hereby amended by chang¬ 
ing the mandatory effective date of Jan¬ 
uary 1, 1960, appearing in the enacting 
clause of that amendment, to read July 
1.1960. 

(Secs. 313(a), 307(a), 307(c); 72 Stat. 752, 
749. 49 U.S.C. 1354. 1348) 

Issued in Washington, D.C., on De¬ 
cember 24, 1959. 

E. R. Quesada, 
Administrator. 

[F.R. Doc. 59-11138; Filed, Dec. 30. 1959; 
8:45 a.m.] 


Chapter III—Federal Aviation Agency 

SUBCHAPTER D—AIRPORT REGULATIONS 

l Reg. Doc. 130; Arndt. 31J 

PART 550—FEDERAL AID TO PUB¬ 
LIC AGENCIES FOR DEVELOPMENT 
OF PUBLIC AIRPORTS 

Miscellaneous Amendments 

This amendment involves a revision of 
Subpart A of Part 550 for the purpose 
of reflecting changes in the relationship 
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between Federal Aviation Agency Head¬ 
quarters in Washington, D.C. and the 
Agency’s field organizations. An addi¬ 
tional minor editorial change is made. 

Since this amendment involves 
changes which are minor in nature, and 
relates to public grants, benefits and 
contracts, compliance with the notice, 
procedure and effective date provisions 
of section 4 of the Administrative Pro¬ 
cedure Act is unnecessary. 

Acting pursuant to authority vested 
in me by the Federal Airport Act. (60 
Stat. 170) as amended, I hereby amend 
the Regulations of the Administrator (14 
CFR, Part 550) as follows: 

1. Paragraphs (g) through (p) of 
§ 550.1 are relettered (h) through (q) 
respectively. Paragraphs (r) through 
(t) are relettered (s) -through (u) re¬ 
spectively. 

2. A new paragraph (g) is added to 
§ 550.1 to read as follows: 

(g) “Chief. Regional Airports Divi¬ 
sion” means the head of the FAA Re¬ 
gional Airports Division in Regions 1 
through 4. 

3. The present paragraph (q) of 
§ 550.1 which defines “Regional Admin¬ 
istrator” is deleted. 

4. A new paragraph (r) is added to 
§ 550.1 to read as follows: 

(r) “Regional Manager” means the 
staff head of the FAA Regional Office in 
Region 5 and Region 6. 

5. The words “Regional Administra¬ 
tor” wherever found in this Part are 
deleted and the words “Chief, Regional 
Airports Division, and the Regional Man¬ 
ager,” are substituted therefor. 

6. Section 550.6(b)(3) is hereby 
amended by adding in the first sentence 
the word “not” Immediately following 
the words “Each Project Application 
submitted by sponsors each of which is.” 

This amendment shall become effective 
on January 1,1960. 

(Sec. 1-15, 60 Stat. 170-178, as amended, 
49 U.S.C. 1101-1114) 

Issued in Washington, D.C., on De¬ 
cember 24,1959. 

E. R. Quesada, 
Administrator . 

lPR. Doc. 59-11136; Filed, Dec. 30. 1959; 

8:45 a.m.] 


[Reg. Docket No. 26; Arndt. 3] 

PART 565—RELEASE OF AIRPORT 
PROPERTY FROM RESTRICTIONS 
OF SURPLUS AIRPORT PROPERTY 
INSTRUMENTS OF DISPOSAL 

Miscellaneous Amendments 

This amendment involves a revision of 
Part 565 for the purpose of reflecting the 
establishment of the Federal Aviation 
Agency by virtue of the Federal Aviation 
Act (72 Stat. 731), which Agency has suc¬ 
ceeded to all the functions pertaining to 
surplus airport property instruments of 
msposal formerly performed by the for¬ 
mer Civil Aeronautics Administration of 
the United States Department of Com¬ 
merce. It is the further purpose of this 
amendment to make certain editorial 
No. 254- 3 
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changes and to add two new definitions 
under § 565.1. 

Since this amendment is necessary to 
bring this part into accord with the pro¬ 
visions of the Federal Aviation Act and 
makes changes which impose no addi¬ 
tional burden on any person, the Admin¬ 
istrator finds that notice and public pro¬ 
cedure are unnecessary and that this 
amendment may be made effective on 
less than 30 days notice. 

Acting pursuant to the authority 
vested in me by section 305 of the Fed¬ 
eral Aviation Act of 1958 (72 Stat. 749) 
as amended, and the Surplus Property 
Act of 1944 (58 Stat. 765) as amended. I 
hereby amend the regu lations of the Ad¬ 
ministrator (14 CFR, Part 565) as 
follows: 

1. Paragraph (a) of § 565.1 Is amended 
by deleting the words “Administrator of 
Civil Aeronautics, Department of Com¬ 
merce” and substituting the words “Ad¬ 
ministrator of the Federal Aviation 
Agency.” 

2. Paragraph (c) of § 565.1 is deleted 
and there is substituted a new para¬ 
graph (c) to read as follows: 

(c) “Chief, Regional Airports Division” 
means the head of the FAA Regional Air¬ 
ports Division in Regions 1 through 4. 

3. Paragraph (d) of § 565.1 is relettered 
as paragraph (e), and a new paragraph 
(d) is added to read as follows: 

(d) “Regional Manager” means the 
staff head of the FAA Regional Office in 
Region 5 and Region 6. 

4. The words “Regional Administra¬ 
tor” or “Regional Administrators” wher¬ 
ever found in this Part are deleted *and 
the words “Chief, Regional Airports Di¬ 
vision. and the Regional Manager,” are 
substituted therefor. 

5. The words “Administrator of Civil 
Aeronautics” wherever found in this part 
are deleted and the word “Administra¬ 
tor” is substituted therefor. 

This amendment shall become effective 
January 1,1960. 

(Sec. 3. 63 Stat. 700, as amended; 50 U.S.C. 
App. 1622(b)) 

Issued in Washington, D.C. on Decem¬ 
ber 24. 1959. 

E. R. Quesada, 
Administrator . 

(F.R. Doc. 59-11137; Filed, Dec. 30. 1959; 

8:45 a.m.1 


Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Edu¬ 
cation, and Welfare 

SUBCHAPTER B—FOOD AND FOOD PRODUCTS 

PART 121—FOOD ADDITIVES 

Subpart A—Definitions and Proce¬ 
dural and Interpretative Regula¬ 
tions 

Statement op Policy With Reference 
to Effective Date of Food Additives 
Amendment 

Under the authority vested in the Sec¬ 
retary of Health, Education, and Wel¬ 
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fare by the Federal Food. Drug, and Cos¬ 
metic Act (sec. 6(c). Public Law 85-929; 
72 Stat. 1789; 21 U.S.C., note under sec¬ 
tion 342 (1958 amendment)), the follow¬ 
ing statement of policy is issued: 

§ 121.85 Statement of policy with refer¬ 
ence to effective date of food addi¬ 
tives amendment. 

(a) The food additives amendment to 
the Federal Food, Drug, and Cosmetic 
Act (72 Stat. 1785 et seq., 21 U.S.C. 342, 
348) is scheduled to become fully effec¬ 
tive on March 6, 1960. However, this 
date may be extended on a product-by- 
product basis for a time not to exceed 12 
months “on the basis of a finding that 
such extension involves no undue risk to 
the public health and that conditions ex¬ 
ist which necessitate the prescribing of 
such an additional period.” 

(b) After this amendment becomes 
fully effective, any food in interstate 
commerce may contain a food additive as 
defined in section 201 (s) of the act only 
if: 

(1) The additive and its use, or In¬ 
tended use, conform to the terms of a 
regulation that provides for an exemp¬ 
tion from the requirements of the food 
additives amendment for any food addi¬ 
tive. and any food bearing or containing 
such additive because it is intended solely 
for investigational used by qualified ex¬ 
perts ; or 

(2) There is in effect, and the additive 
and its use or intended use are in con¬ 
formity with a regulation issued under 
section 409 prescribing the conditions 
under which such additive may be safely 
used. 

(c) Many chemicals commonly used 
in foods are generally recognized as safe. 
A number of them have been listed in 
regulations in tills chapter. However, 
there are food additives in common use 
that are not generally recognized as safe 
and for which tolerances must be estab¬ 
lished by regulation. It is not possible 
at this time to determine whether toler¬ 
ances w T ill be established for them before 
the food additives amendment will be¬ 
come fully effective. Manufacturers, 
distributors, users, and food-law en¬ 
forcement officials need to know the 
status of these additives under the 
amendment prior to March 6, 1960, so 
that they will know whether they may 
be employed after that date. 

(d) The Commissioner of Food and 
Drugs is prepared to consider requests 
for an extension of the effective date of 
the law, for specific additives. The fol¬ 
lowing criteria, among others, will be 
used in evaluating and acting upon such 
requests: 

(1) The effective date of the amend¬ 
ment can be extended for a specific ad¬ 
ditive only upon a finding, based on a 
study of the available facts about the 
additive and its toxicity, that such ex¬ 
tension will involve no undue risks to 
the public health and that conditions 
exist that necessitate such extension. 

(2) There should be evidence about 
the amounts of the additive present in 
the food and about Its chronic toxicity 
before an extension is granted. 

(3) Extensions will not be granted for 
a food additive if appropriate tests show 
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the production of cancer in test animals 
at any dosage level, nor will they be 
granted if such tests show alarming 
symptoms other than cancer in any dos¬ 
age, unless experimental data show a 
level of feeding to test animals that is 
safe to the animal and provide a satis¬ 
factory margin of safety for the levels 
in the human diet. 

(4) Where a regulation provides for 
the presence of an additive in certain 
foods at a given level, and the other cri¬ 
teria of this statement of policy are met. 
the effective date may be extended for 
other similar uses of the additive. 

(5) Extension should be granted only 
for those uses of a food additive which 
had been employed prior to January 1, 
1958. 

(6) Notice of the decisions of the Food 
and Drug Administration on requests for 
extensions will be published in the Fed¬ 
eral Register. 

(e) Each request for an extension 
should be addressed to the Commissioner 
of Food and Drugs, and should give: 

(1) The name and chemical composi¬ 
tion of the food additive for which ex¬ 
tension is requested. 

(2) A statement of the uses of the 
food additive for which extension is re¬ 
quested and evidence that these uses 
were recognized prior to January 1. 1958. 

(3) Information about the physical or 
technical effect produced by the additive, 
and the quantity needed to produce such 
effect. 

(4) Information about the quantity of 
the additive expected in or to be added 
to the food. 

(5) Available information which indi¬ 
cates that ihese amounts of the additive 
in food will not jeopardize the public 
health. 

(6) A statement of the reason(s) why 
a tolerance has not previously been 
requested. 

(7) In order that decisions on requests 
for extensions may be published before 
March 6, 1960, requests and supporting 
data should be received by February 1, 
1960. 

(Sec. 701(a). 52 Stat. 1055: 21 U.S.C. 352(a). 
Interprets or applies secs. 402, 409. 72 Stat. 
1785, 1789: note under 21 US.C. 342; 21 
U.S.C. 348) 

Dated: December 23, 1959. 

[seal] Geo. P. Larrick, 

Commissioner of Food and Drugs. 

[FJR. Doc. 59-11161; Piled, Dec. 30, 1959; 

8:48 a.m.j 


Title 22—FOREIGN RELATIONS 

Chapter I—Department of State 

(Dept. Reg. 108.422J 

PART 41—VISAS: DOCUMENTATION 
OF NONIMMIGRANTS UNDER THE 
IMMIGRATION AND NATIONALITY 
ACT, AS AMENDED 

Miscellaneous Amendments to Non¬ 
immigrant Visa Regulations 

Part 41, Chapter I, Title 22 of the Code 
of Federal Regulations is hereby amended 
in the following respects: 


RULES AND REGULATIONS 


§ 41.1 [Amendment] 

1. The definition of the term "accred¬ 
ited” contained in § 41.1 Definitions is 
amended to read as follows: 

Accredited. "Accredited”, as used in 
sections 101(a) (15) (A). 101(a) (15) (G) 
and 212(d) (8) of the Act, refers to an 
alien who holds an official position, other 
than an honorary official position, with 
the government or international organ¬ 
ization he represents, and who is in pos¬ 
session of a travel document or other 
evidence showing that he seeks to enter, 
or pass in transit through, the United 
States for the purpose of transacting 
official business for that government or 
international organization. 

2. Section 41.7 is amended to read as 
follows: 

§ 41.7 Waiver of visa and/or passport 
requirements by joint uction of con¬ 
sular and immigration officers. 

* • * * * 

(d) Visa waiver; certain aliens pro¬ 
ceeding to the United States under emer¬ 
gent circumstances . An alien who is 
well and favorably known at the consular 
office, who has previously been issued a 
nonimmigrant visa which has since ex¬ 
pired, and who is embarking on a direct 
journey to the United States under em¬ 
ergent circumstances which preclude the 
timely issuance of a visa. 

(e) Visa and passport waiver; mem - 
bers of armed forces of foreign countries 
making friendly visits to the United 
States. An alien who is on active duty 
as a member of the armed forces of a 
foreign country and who is a member of 
a group of such force which is making 
a friendly call at a United States port, 
whether courtesy or operational and 
whether in behalf of his own government 
or in behalf of the United Nations, un¬ 
der advance arrangements made with 
the military, naval, or air force authori¬ 
ties of the United States, other than 
an alien who is a citizen or resident of 
Albania, Bulgaria, Communist-con¬ 
trolled China ("Peoples Republic of 
China”), Czechoslovakia, Estonia. Hun¬ 
gary, Latvia, Lithuania, North Korea 
("Peoples Democratic Republic of Ko¬ 
rea”), North Viet-Nam (Viet Minh), 
Poland, Rumania, the Soviet Zone of 
Germany ("German Democratic Re¬ 
public”), or the Union of Soviet Social¬ 
ist Republics. 

(f) Passport waiver; landed immi¬ 
grants in Canada. An alien applying 
for a visa at a consular office in Canada 
(1) who is a landed immigrant in Can¬ 
ada. (2) whose port and date of ex¬ 
pected arrival in the United States are 
known, and (3) who is proceeding to 
the United States under emergent cir¬ 
cumstances which preclude the timely 
procurement of a passport or Canadian 
certificate of identity. 

3. Section 41.10 is amended to read 
as follows: 

§ 41.10 Presumption of immigrant sta¬ 
tus and burden of proof. 

An applicant for a nonimmigrant visa 
shall be presumed to be an immigrant 
until he establishes to the satisfaction 
of the consular officer that he is en¬ 


titled to a nonimmigrant status de¬ 
scribed in section 101(a) (15) of the Act 
or otherwise established by law or 
treaty. The burden of proof is upon the 
applicant to establish that he is entitled 
to the nonimmigrant classification and 
type of nonimmigrant visa for which he 
is an applicant. 

(Seca. 214, 291. 66 Stat. 189, 234; 8 U.SC. 
1184, 1361) 

§ 41.12 [Amendment] 

4. In the table in § 41.12 Classification 
symbols the ‘‘Class” entry reading 
"Treaty merchant, spouse and children” 
is amended to read "Treaty trader, spouse 
and children.” 

5. Section 41.14 is amended to read as 
follows: 

§ 41.14 Significance of visa in A, C, or 
NATO cases. 

A visa issued pursuant to the provi¬ 
sions of section 101(a) (15) (A) or 
101(a) (15) (G) of the Act or to an alien 
classifiable under the symbols NATO-1 
through NATO-7 shall be prima facie 
evidence of the proper classification of 
the alien when presented to the immi¬ 
gration authorities at a port of entry. 

6. Section 41.25 is amended to read as 
follows: 

§ 41.25 Temporary visitors for business 
or pleasure. 

(a) An alien shall be classifiable as a 
nonimmigrant visitor for business or 
pleasure if he establishes to the satis¬ 
faction of the consular officer that he 
qualifies under the provisions of section 
101(a) (15) (B) of the Act and that: (1) 
He intends to depart from the United 
States at the expiration of his temporary 
stay; (2) He has permission to enter 
some foreign country upon the termina¬ 
tion of his temporary stay; and (3) Ade¬ 
quate financial provisions have been 
made to enable him to carry out the pur¬ 
pose of his visit and to travel to, sojourn 
in, and depart from the United States. 

(b) The term "business”, as used in 
section 101(a) (15) (B) of the Act, re¬ 
fers to legitimate activities of a com¬ 
mercial or professional character. It 
does not include purely local employ¬ 
ment or labor for hire. An alien seek¬ 
ing to enter as a nonimmigrant for em¬ 
ployment or labor pursuant to a con¬ 
tract or other prearrangement shall be 
required to qualify under the provisions 
of §41.55. An alien of distinguished 
merit and ability seeking to enter the 
United States temporarily with the idea 
of performing temporary services of an 
exceptional nature, requiring such merit 
and ability, but having no contract or 
other prearranged employment, may be 
classified as a nonimmigrant temporary 
visitor for business. 

(c) The term "pleasure”, as used in 
section 101(a) (15) <B> of the Act. re¬ 
fers to legitimate activities of a recre¬ 
ational character, including tourism, 
amusement, visits with friends or rela¬ 
tives and rest; medical treatment; or 
educational activities which do not re¬ 
quire classification as a student, trainee, 
temporary worker, or exchange visitor. 
(Sec. 101, 66 Stat. 166; 8 U.S.C. 1101) 
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7. Section 41.41 is amended to read as 

follows: 

§ 41.41 Treaty investors, 

(a) • • • 

(3) He is employed by a treaty In¬ 
vestor in a responsible capacity and the 
employer is a foreign person or organ¬ 
ization of the same nationality as the 
applicant. 

8. Section 41.70 is amended to read as 

follows: 

§ 41.70 NATO representatives, officials 
and employees. 

(a) An alien shall be classifiable un¬ 
der the symbol NATO-1, NATO-2. 
NATO-3. NATO-4, or NATO-5 (see 
§ 41.12 for classes of aliens entitled to 
classification under each symbol) if he 
establishes to the satisfaction of the con¬ 
sular officer that he is seeking admission 
to the United States under the appli¬ 
cable provision of the Agreement on the 
Status of the North Atlantic Treaty Or¬ 
ganization, National Representatives and 
International Staff, or that he is a mem¬ 
ber of the immediate family of an alien 
classified under the symbol NATO-1, 
NATO-2. NATO-3, or NATO-4. 

(b) An alien member of a civilian 
component attached to or employed by 

Allied Headquarters under the Proto¬ 
col on the Status of International Mili¬ 
tary Headquarters set up pursuant to 
the North Atlantic Treaty, and his de¬ 
pendents, shall be classifiable under the 
symbol NATO-6. 

(c) An alien attendant, servant, or 
personal employee of an alien classified 
under the symbol NATO-1, NATO-2, 
NATO-3, or NATO-4, and the members 
of the immediate family of such attend¬ 
ant. servant, or personal employee, shall 
be classifiable under the symbol NATO-7. 

(d) (1) Armed services personnel en¬ 
tering the United States in accordance 
with the provisions of the NATO Status- 
of-Forces Agreement or in accordance 
with the provisions of the Protocol on 
the Status of International Military 
Headquarters may enter the United 
States under the appropriate treaty 
waiver of documentary requirements 
contained in :• 41.5 (d) or (e). 

(2) Dependents of armed services per¬ 
sonnel referred to in subparagraph (1) 
of this paragraph or members of a ci¬ 
vilian component and their dependents 
entering the United States in accordance 
with the provisions of the Status-of- 
Porces Agreement shall be classifiable 
under the provisions of section 101(a) 
(15)(A)(ii) of the Act. Cross Refer¬ 
ence: 1. For exemption from certain 
grounds for refusal of visas to NATO 
aliens, see § 41.91(e). 

2; F °r exemption from passport va¬ 
lidity requirement for certain NATO 
aliens, see § 41.91(f). 

(5 US.T. 877, 1094) 

9. Section 41.90 is amended to read 
as follows: 

§ 41.90 Basis for refusal. 

A visa shall be refused only upon a 
around specifically set out In the law or 
regulations issued thereunder. The 
term “reason to believe”, as used in sec¬ 


tion 221(g) of the Act, shall be consid¬ 
ered to require a determination based 
upon facts or circumstances which would 
lead a reasonable person to conclude 
that the applicant is ineligible to receive 
a nonimmigrant visa as provided in the 
Act and as implemented by the regula¬ 
tions contained in this part. Considera¬ 
tion shall be given to any evidence sub¬ 
mitted indicating that the ground for a 
prior refusal of a nonimmigrant visa 
may no longer exist. The burden of 
proof is upon the applicant to establish 
that he is not ineligible to receive a visa 
as a nonimmigrant under the provisions 
of section 212 of the Act. or any other 
provision of Lw and § 41.91. 

(Sec. 221(g), 68 Stat. 192; 8 U.S.C. 1201(g)) 

10. Section 41.91(a) is amended to 
read as follows: 

§ 41.91 Aliens ineligible !o receive visas. 

(a) Aliens ineligible under the provi¬ 
sions of section 212(a) of the Act. • • • 

(1-6) Medical grounds of ineligibility . 
A determination of ineligibility to receive 
a nonimmigrant visa under the provi¬ 
sions of section 212(a) (1) through (6) 
of the Act shall be based upon the find¬ 
ing of a competent medical examiner as 
referred to in § 41.113, except that in the 
case of an alien who applies for a non¬ 
immigrant visa at a consular office where 
no medical officer of the United States 
Public Health Service has been assigned 
or detailed, and the consular officer 
knows or has reason to believe that such 
alien is a drug addict, a chronic alco¬ 
holic, or is afflicted with psychopathic 
personality by reason of sexual deviation, 
a finding of ineligibility to receive a non¬ 
immigrant visa under the provisions of 
section 212(a) (4) or (5) of the Act may 
be based by the consular officer on facts 
or circumstances other than the finding 
of an examining physician. 

• • • • « 

(8) Paupers , professional beggars , or 
vagrants. The provisions of section 212 
(a) (8) shall be applicable only in the 
case of an alien who is at the time 
of visa application a pauper, professional 
beggar, or vagrant. 

(9) Crime involving moral turpitude. 
(i) A determination that a crime involves 
moral turpitude shall be based upon the 
moral standards generally prevailing in 
the United States. Before a finding of 
ineligibility under section 212(a) (9) of 
the Act may be made because of an ad¬ 
mission of the commission of acts which 
constitute the essential elements of a 
crime involving moral turpitude, it must 
first be established that the acts consti¬ 
tute a crime under the criminal law of 
the jurisdiction where they occurred. 

• • ^ • * • 

(vi) An alien shall not be considered 
ineligible to receive a visa under section 
212(a) (9) of the Act by reason of a con¬ 
viction of a crime involving moral turpi¬ 
tude for which a full and unconditional 
pardon has been granted by the Presi¬ 
dent of the United States, by the Gov¬ 
ernor of a State of the United States, by 
the former High Commissioner for Ger¬ 
many acting pursuant to Executive 
Order 10062, or by the United States Am¬ 
bassador to the Federal Republic of Ger¬ 


many acting pursuant to Executive 
Order 10602. A legislative pardon or a 
pardon, amnesty, expungement of penal 
record or any other act of clemency 
granted by a foreign state shall not serve 
to remove a ground of ineligibility under 
section 212(a) (9) of the Act. 

• • • * • 

(10) Conviction of tico or more of¬ 

fenses. * • • 

(iii) An alien shall not be considered 
ineligible to receive a visa under section 
212(a) (10) of the Act by reason of hav¬ 
ing been convicted of two or more of¬ 
fenses for which the aggregate sentences 
to confinement actually imposed were 
five years or more if a full and uncon¬ 
ditional pardon or pardons for the 
offenses have been granted by the Presi¬ 
dent of the United States, by the Gov¬ 
ernor of a State of the United States, 
by the former High Commissioner for 
Germany acting pursuant to Executive 
Order 10062, or by the United States 
Ambassador to the Federal Republic of 
Germany acting pursuant to Executive 
Order 10608. A legislative pardon or a 
pardon, amnesty, expungement of penal 
record or any other act of clemency 
granted by a foreigr state shall not serve 
to remove a ground of ineligibility under 
section 212(a) (10) of the Act. 

• • » • * 

(12) Prostitution , procuring and re¬ 
lated activities, (i) The term “prosti¬ 
tute” means a woman given to promis¬ 
cuous sexual intercourse for hire. A 
finding that an alien has “engaged” in 
prostitution must be based on elements 
of continuity and regularity which would 
indicate a pattern of behavior or delib¬ 
erate course of conduct entered into pri¬ 
marily for financial gain or for other 
considerations of material value as dis¬ 
tinguished from the commission of 
casual or Isolated acts. 

• • • + • 

(19) Fraud and misrepresentation. 
(i) An alien who seeks to procure, or 
has sought to procure, or has procured 
a visa or other documentation by fraud 
or by willfully misrepresenting a material 
fact for the purpose of gaining admission 
into the United States, regardless of 
whether such fraud or misrepresenta¬ 
tion occurred before or after December 
24, 1952, shall be ineligible to receive a 
visa under the provisions of section 
212(a) (19) of the Act: Provided , That 
the provisions of this subdivision shall 
not be applicable in the case of a bona 
fide refugee if such fraud or misrepre¬ 
sentation was committed in connection 
with the alien’s entry Into, or sojourn in, 
a foreign country and consisted of ob¬ 
taining travel documents or of misrepre¬ 
senting his place of birth, and the refu¬ 
gee was in fear of being repatriated to 
his former homeland if he had disclosed 
the facts in his case: Provided further , 
That such fraud or misrepresentation 
was not committed for the purpose of 
evading the quota restrictions of the 
United States immigration laws, or in¬ 
vestigation of the alien’s record at the 
place of his former residence or else¬ 
where in connection with an application 
for a visa. 
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(iii) The commission of fraud or the 
willful misrepresentation of a material 
fact in seeking to enter the United 
States shall not render an alien ineligible 
to receive a visa under the provisions of 
section 212(a) (19) of the Act. (6 I. & N. 
Dec. 149, approved by the Attorney Gen¬ 
eral 9-13-54) 

• • • • • 

(22) Aliens ineligible to citizenship or 
who departed to avoid service in the 
Armed Forces . An alien shall be refused 
a nonimmigrant visa under the provi¬ 
sions of section 212(a) (22) of the Act 
if, having other than nonimmigrant 
status, he departed from or remained 
outside of the United States on or after 
September 8, 1939 to avoid or evade 
training or service in the United States 
Armed Forces. 

• • • • • 

(28) Members or affiliates of pro¬ 
scribed organizations . (i) The term 

“affiliate”, as used in section 212(a) (28) 
(C) and (I) of the Act, shall mean an 
organization which is related to, or 
identified with, a proscribed association 
or party. Including any section, subsidi¬ 
ary, branch, or subdivision thereof, in 
such close association as to evidence an 
adherence to or a furtherance of the 
purposes and objectives of such associa¬ 
tion or party, or as to indicate a working 
alliance to bring to fruition the purposes 
and objectives of the proscribed associ¬ 
ation or party. An organization which 
gives, loans, or promises support, money, 
or other thing of value for any purpose 
to any proscribed association or party 
shall be presumed to be an “affiliate” of 
such association or party, but nothing 
contained in this subdivision shall be 
construed as an exclusive definition of 
the term “affiliate.” 

• » • * » 

(iv) If an alien continues or continued 
his membership in or affiliation with a 
proscribed organization on or after his 
sixteenth birthday, only his activities 
after reaching sixteen years of age shall 
be pertinent to a determination whether 
the continuation of his membership or 
affiliation is or was voluntary. 

• • • * m 

(vi) In accordance with the definition 
of “totalitarian party” contained in sec¬ 
tion 101(a) (37) of the Act, a former or 
present voluntary member of. or an alien 
who was, or is. voluntarily affiliated with 
a noncommunist party, organization, or 
group, or of any section, subsidiary, 
branch, affiliate or subdivision thereof, 
which during the time of its existence 
did not or does not advocate the estab¬ 
lishment in the United States of a totali¬ 
tarian dictatorship, shall not be consid¬ 
ered ineligible under the provisions of 
section 212(a) (28) (C) of the Act to re¬ 
ceive a visa, unless the alien is known 
or believed by the consular officer to ad¬ 
vocate, or to have advocated, personally, 
the establishment in the United States of 
a totalitarian dictatorship, as provided 
in section 212(a) (28) (D) of the Act. 

(vii) The words “actively opposed”, 
as used in section 212(a) (28) (I) (ii) of 
the Act, shall be considered as embracing 
speeches, writings, and other overt or 
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covert activities in opposition to the doc¬ 
trine, program, principles, and ideology 
of the party or organization, or the sec¬ 
tion, subsidiary, branch, or affiliate or 
subdivision thereof, of which the alien 
was formerly a voluntary member or 
affiliate. 

§ 41.91 [Amendment] 

11. Section 41.91(c) (1) (ii) is amended 
to read as follows: 

(c) Failure of application to comply 
with Act. 

( 1 ) • ♦ • 

(11) The application contains a false 
or incorrect statement which does not 
constitute a ground of ineligibility under 
section 212(a) (19) of the Act; 

12. Section 41.95(a) is amended to 
read as follows: 

§ 41.95 Procedure in recommending 
temporary admission of ineligible 
aliens. 

(a) Except as provided in paragraph 

(b) of this section, a consular officer 
may. upon his own initiative, and shall, 
upon the request of the Secretary of 
State or upon the request of the alien 
submit a report to the Department for 
possible transmission to the Attorney 
General pursuant to the provisions of 
section 212(d)(3)(A) of the Act in the 
case of an alien who is classifiable as a 
nonimmigrant but who is known or be¬ 
lieved by the consular officer to be ineli¬ 
gible to receive a nonimmigrant visa 
under the provisions of section 212(a) 
of the Act, other than paragraph (27) 
or (29). 

13. Section 41.102(a) (6) is amended to 
read as follows: 

§ 41.102 Classes of aliens eligible to re¬ 
ceive diplomatic visas. 

• * • • • 

(а) • • • 

(б) Justices of the highest national 
court of a foreign country; 

14. Section 41.104(a) is amended to 
read as follows: 

§ 41.104 Classes of aliens eligible to re¬ 
ceive official visas, 

• • • » • 

(а) • • • 

(3) Aliens classifiable under section 
101(a) (15) (G) of the Act, except those 
classifiable under section 101(a) (15) (G) 
(iii) of the Act unless the government of 
which the alien is an accredited repre¬ 
sentative is recognized de jure by the 
United States; 

• • • • » 

(б) Justices of the lesser national and 
the highest State courts of a foreign 
country; 

• • • • * 

(12) Attendants, servants and per¬ 
sonal employees accompanying or fol¬ 
lowing to join a principal alien who is 
within one of the classes referred to or 
described in subparagraphs (1) to (13) 
inclusive of § 41.102(a); 

• • • • + 

15. Section 41.110(a) Is amended to 
read as follows: 


§ 41.110 Place of application. 

(a) Applications for regular and of¬ 
ficial visas . With the exception of cer¬ 
tain aliens who are in the United States 
who may be issued nonimmigrant visas 
under the provisions of § 41.120, every 
alien applying for a regular or official 
visa shall make application to the con¬ 
sular officer in the consular district in 
which he has his residence, except that 
a consular officer shall at the direction 
of the Department, or may in his dis¬ 
cretion. accept an application for a non¬ 
immigrant visa from an alien having no 
residence in the consular district if the 
alien is physically present therein. 

16. Section 41.111(c) is amended to 
read as follows: 

§ 41.111 Supporting documents. 

• • • • • 

(c) Photographs. Except as other¬ 
wise provided in this paragraph, every 
alien shall furnish with his application 
identical photographs of himself in such 
number as may be required in the discre¬ 
tion of the consular officer. Th photo¬ 
graphs shall reflect a reasonable likeness 
of the alien as of the time they are 
furnished, and shall be 1 y 2 by lVz inches 
in size, unmounted, without head cover¬ 
ing, have a light background, and clearly 
show a full front view of the facial fea¬ 
tures of the alien. Each copy of the 
photograph shall be signed by the person 
executing the application (see § 41.115 
(a)) with the full name of the alien in 
such manner as not to obscure the alien's 
features. The photograph requirement 
may be waived in the discretion of the 
consular officer in the case of any alien 
who is (1) within a class of nonimmi¬ 
grants described in sections 101(a) (15) 
(A), 101(a) (15) (G) or 212(d)(8) of the 
Act, (2) within a class of nonimmigrants 
classifiable under the visa symbol 
NATO-1, NATO-2, NATO-3 or NATO-4, 

(3) an applicant for a diplomatic visa, 

(4) an applicant for an official visa, or 

(5) under sixteen years of age. A nota¬ 
tion of any such waiver shall be made 
in the space provided in the application 
form for the alien's photograph. 

17. Section 41.112(c) is amended to 
read as follows: 

§ 41.112 Passports. 

• • • • • 

(c) Applicants for diplomatic visas. 
Every applicant for a diplomatic visa 
shall be required to present a diplomatic 
passport, or the equivalent thereof, 
having the period of validity Indicated 
in paragraph (a) of this section, unless 
suoh requirement has been waived pur¬ 
suant to the authority contained in sec¬ 
tion 212(d) (4) of the Act or unless the 
case falls within the provisions of 
5 41.91(f). 

18. The cross reference appearing at 
the end of § 41.112 which reads “For 
provisions relating to passport of foreign 
government not recognized de jure by 
the United States see 5 41.124(a)” is 
deleted. 

19. Section 41.115 Is amended to read 
as follows: 
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§41.115 Application forms. 

(a) Aliens required to execute appli¬ 
cations. Every alien applying for a non¬ 
immigrant visa shall make application 
therefor on Form FS-257 (Application 
for Nonimmigrant Visa and Alien 
Registration) and where required Form 
FS-257AF (Statement in Support of 
Nonimmigrant Visa Application) unless 
personal appearance is waived under 
$ 41114. If personal appearance is 
waived, the application form shall be 
completed by the consular officer from 
available information. In the case of 
an alien under sixteen years of age, or 
one physically incapable of making an 
application, the application may be 
made by the alien’s parent or guardian, 
or if the alien has no parent or guardian, 
by any person having legal custody of or 
a legitimate interest in the alien. 

(b) Additional information as part of 
application. In any case in which the 
consular officer believes that the infor¬ 
mation provided in Form FS-257 or 
FS-257AF is inadequate to determine the 
alien’s eligibility to receive a nonimmi¬ 
grant visa he may require the submis¬ 
sion of such additional information as 
may be necessary or interrogate the alien 
on any matter which is deemed material. 
Any additional statements made by the 
alien shall become a part of the visa 
application. All documents required 
under the authority of § 41.111(a) shall 
be considered papers submitted with the 
alien’s application within the meaning 
of section 221(g)(1) of the Act. 

20. Section 41.122 is amended to read 
as follows: 

§ 41.122 Validity of visas. 

• • • • * 

(b) Validity of visa pertains to period 
within which alien may apply for ad¬ 
mission. The period of validity of a non¬ 
immigrant visa shall relate only to the 
period during which the alien to whom 
the visa was issued may use it in making 
application for admission into the 
United States. 

• • • • # 

(d) Limitations on validity. If war¬ 
ranted in an individual case, a consular 
officer may issue a nonimmigrant visa 
for (1) a period of validity which is less 
than that prescribed on a basis of reci¬ 
procity, (2) a number of applications for 
admission within the period of the va¬ 
lidity of the visa which is less than that 
prescribed on a basis of reciprocity. (3) 
application for admission at a specified 
port or specified ports of entry in the 
United States, or (4) for use on and after 
a given date subsequent to the date of 
issuance. 

(Sec. 221, 66 Stat. 191; 8 U.S.C. 1201) 

21. Section 41.124 is amended to read 

as follows: 

§ 41.124 Procedure in issuing visas. 

(a) Visa evidenced by stamp in pass¬ 
port. Except as provided in paragraph 
’b) of this section the issuance of a 
nonimmigrant visa shall be evidenced by 
a stamp placed in the alien’s passport 
and properly executed by the consular 
officer. The appropriate symbol, as pre¬ 


scribed in § 41.12, showing the classifica¬ 
tion of the nonimmigrant shall be in¬ 
serted in the visa stamp. 

(b) Cases in which visa may not be 
stamped in passport. In the following 
cases the visa stamp shall be placed on 
such form as shall be prescribed by the 
Department to which a photograph of 
the alien shall be attached under seal: 
(1) The alien’s passport was issued by 
a government with which the United 
States has not entered into formal diplo¬ 
matic relations, unless the Department 
has specifically authorized the insertion 
of the visa stamp in such passport; (2) 
The alien's passport does not provide 
sufficient space for the visa stamp; or 
(3) The passport requirement has been 
waived. In issuing a visa in such cases 
a notation shall be made on the form 
prescribed by the Department on which 
the visa is placed specifying the pertinent 
subparagraph of this paragraph under 
which the action is taken. 

• • # • • 

(i) Delivery of visa and disposition of 
Form FS-257. In issuing a nonimmi¬ 
grant visa the consular officer shall 
deliver the visaed passport, or the form 
prescribed by the Department which 
bears the visa, to the alien or to his 
authorized representative in any case 
in which personal appearance has been 
waived. The executed Form FS-257 and 
any additional statements furnished by 
the alien in accordance with § 41.115(b) 
shall be retained in the consular files. 

22. Section 41.125(a)(4) is amended 
to read as follows: 

§ 41.125 Revalidation of visas. 

(a) Conditions for revalidation. • • • 

(4) the consular officer is satisfied 

that the alien is a bona fide nonimmi¬ 
grant and is otherwise eligible to receive 
a nonimmigrant visa. 

23. Section 41.127(b)(1) is amended 
to read as follows: 

§ 41.127 Crew-list visas. 

• • • • • 

(b) Application. (1)A list of all alien 
crewmen who are serving on board a ves¬ 
sel or aircraft which is proceeding to the 
United States and who are not in pos¬ 
session of valid individual entry docu¬ 
ments shall be submitted, in duplicate, 
to a consular officer on Immigration and 
Naturalization Service Form 1-418 
(Crew-list Manifest) or such other forms 
as may be prescribed. In lieu of a mani¬ 
fest on Form 1-418, the manifest of alien 
crewmen serving on board an aircraft 
may be submitted on the International 
Civil Aviation Organization (ICAO) 
manifest, or on Customs Form 7507 
(General Declaration) whenever the 
number of crewmen does not exceed the 
number which can be listed on the form. 
In cases of alien seamen serving on 
vessels, the duplicate copy of Form 1-418 
shall contain in column (4) the date, 
city and country of birth of each alien 
seaman listed who does not have in his 
possession a valid individual visa or an 
Immigration and Naturalization Service 
Form 1-151 and, in column (5), the place 
of issuance and the authority issuing 
the passport held by such alien seaman. 
The reporting requirements contained 


herein have been approved by the Bureau 
of the Budget in accordance with the 
Federal Reports Act of 1942. 

24. Section 41.130(c) is amended to 
read as follows: 

§ 41.130 Procedure in refusing individ¬ 
ual visas. 

• + • » « 

(c) Review of refusals by Department. 
The Department may request a consular 
officer in an individual case or in speci¬ 
fied classes of cases to submit a report 
if a nonimmigrant visa has been refused. 
The Department will review such reports 
and may furnish an advisory opinion to 
the consular officer for his assistance in 
giving further consideration to such 
cases. If upon the receipt of the De¬ 
partment’s advisory opinion the consular 
officer contemplates taking action con¬ 
trary to the advisory opinion, the case 
shall be resubmitted to the Department 
with an explanation of the proposed ac¬ 
tion. Rulings of the Department con¬ 
cerning an interpretation of law, as dis¬ 
tinguished from an application of the 
law to the facts, shall be binding upon 
consular officers. 

25. Section 41.132 is amended to read 
as follows: 

§ 41.132 Exclusion from and refusal of 
crew-list visas. 

(a) Exclusion from crew-list visa. A 
consular officer who knows or has reason 
to believe that a crew list submitted for 
a visa contains the name of a person 
who is not a bona fide crewman, or who 
is otherwise ineligible to receive an indi¬ 
vidual visa as a crewman, shall exclude 
the name of any such crew member from 
the crew-list visa. In excluding a crew¬ 
man’s name from a crew-list visa, the 
consular officer shall place a notation 
below the visa stamp indicating the 
name of each crewman so excluded. A 
consular officer shall not strike a crew¬ 
man’s name from a crew list. 

(b) Refusal of crew-list visa. A crew- 
list visa is refused if all aliens listed on 
the crew list are found by the consular 
officer not to be bona fide crewmen or 
otherwise ineligible to receive Individual 
visas as crewmen. When a crew-list visa 
is refused in any case, a full report shall 
be forwarded by the consular officer to 
the Department in sufficient time to be 
received before the arrival of the vessel 
or aircraft at a port of entry. In such 
a case the original of the crew list shall 
be returned to the master, commanding 
officer or authorized agent and the dupli¬ 
cate shall be filed in the consular office. 
(8ec. 221, 66 Stat. 191; 8 U.S.C. 1201) 

26. Section 41.134(c)(3) Is amended 
to read as follows: 

§ 41.134 Revocation and invalidation of 
visas. 

+ # • * * 

(c) Procedure in revoking or invali¬ 
dating visa. • • • 

(3) Notice of revocation or invalida¬ 
tion, including a full report of the facts 
in the case, shall be submitted promptly 
to the Department for transmission to 
the Immigration and Naturalization 
Service. No such notice and report shall 
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be required in the case of an invalidation 
if the visa has been cancelled prior to 
the alien’s departure for the United 
States except in cases involving A, G, 
C-2. C-3, diplomatic or official visas. 

27. Section 41.145 is amended to read 
as follows: 

§ 41.145 Aliens entering areas under 
United Slates administration not in¬ 
cluded in section 101 (a) (38) of the 
Act. 

An alien seeking to enter an area as 
a nonimmigrant which is under United 
States administration but which is not 
within the “United States”, as defined in 
section 101(a)*(38) of the Act. is not 
required by the Act to be documented 
by a consular officer unless the authority 
contained in section 215 of the Act has 
been invoked. 

Effective date. The regulations con¬ 
tained in this order shall become effec¬ 
tive January 1, 1960 except the provi¬ 
sions of § 41.127(b) which shall become 
effective March 1, 1960. 

The provisions of section 4 of the Ad¬ 
ministrative Procedure Act <60 Stat. 238; 
5 U.S.C. 1003) relative to notice of pro¬ 
posed rule making are inapplicable to 
this order because the regulations con¬ 
tained therein involve foreign affairs 
functions of the United States. 

John W. Hanes, Jr., 
Administrator, Bureau of 
Security and Consular Affairs . 

December 24,1959. 

(F.R. Doc. 59-11135; Filed, Dec. 30. 1959; 

8:45 am.] 


Title 26—INTERNAL REVENUE, 
1954 

Chapter I—Internal Revenue Service, 
Department of the Treasury 
SUBCHAPTER A—INCOME TAX 

(T.D. 64361 

PART 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DE¬ 
CEMBER 31, 1953 

Requirement of Additional Informa¬ 
tion in Application for Extension of 
Time To File an Individual Income 
Tax Return on Form 1040 or Form 
1040W 

On October 28, 1959, notice of pro¬ 
posed rule making regarding amend¬ 
ments of the Income Tax Regulations 
(26 CFR Part 1) to provide a new rule 
with respect to applications for exten¬ 
sions of time for filing individual income 
tax returns on Form 1040 or Form 1040W 
was published in the Federal Register 
(24 F.R. 8723). After consideration of 
all such relevant matter as was presented 
by interested persons regarding the rules 
proposed, the regulations as so published 
are hqreby adopted. 

This Treasury decision Is issued under 
the authority contained in section 7805 of 
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the Internal Revenue Code of 1954 (68A 
Stat. 917; 26 UB.C. 7805). 

[seal] Dana Latham, 

Commissioner of Internal Revenue . 

Approved: December 23, 1959. 

David A. Lindsay, 

Acting Secretary of the Treasury . 

Section 1.6081-1, as amended by 
Treasury Decision 6371, approved April 
1. 1959, is further amended by striking 
out paragraph (b) and inserting in lieu 
thereof the following: 

(b) Application for extension of 
time —(1) In general. A taxpayer de¬ 
siring an extension of the time for filing 
a return, statement, or other document 
shall submit an application therefor on 
or before the due date of such return, 
statement, or other document. Except 
as provided in subparagraph (3) of this 
paragraph, such application shall be 
made to the internal revenue officer with 
whom such return, statement, or other 
document is required to be filed. Such 
application shall be in writing, properly 
signed by the taxpayer or his duly au¬ 
thorized agent, and shall clearly set 
forth (i) the particular tax return, in¬ 
formation return, statement, or other 
document, including the taxable year or 
period thereof, with respect to which 
the extension of the time for filing is 
desired, and (ii) a full recital of the rea¬ 
sons for requesting the extension to aid 
such internal revenue officer in deter¬ 
mining the period of extension, if any, 
which will be granted. 

(2) Additional information in the case 
of Form 1040 or Form 1040W. In addi¬ 
tion to the information required under 
subparagraph (1) of this paragraph, the 
•application of a taxpayer desiring an ex¬ 
tension of the time for filing an individ¬ 
ual income tax return on Form 1040 or 
Form 1040W for any taxable year be¬ 
ginning after December 31, 1958, shall 
also set forth (i) whether an income tax 
return has been filed on or before its 
due date for each of the three taxable 
years immediately preceding the tax¬ 
able year of such return, and if not, the 
reason for each failure, and (ii) whether 
the taxpayer was required to file a dec¬ 
laration of estimated tax for the taxable 
year of such return, and if so, whether 
each required estimated tax payment 
was made on or before its due date. For 
purposes of this subparagraph a return 
is considered as filed on or before its 
due date if it is filed on or before the 
applicable date provided in section 6072 
or on or before the last day of the period 
covered by an extension of time granted 
pursuant to the provisions of section 
6081, and each required payment of esti¬ 
mated tax is considered as paid on or 
before its due date if it is paid on or be¬ 
fore the applicable date provided in sec¬ 
tion 6153 or on or before the last day 
of the period covered by an extension 
of time granted pursuant to the provi¬ 
sions of section 6161. 

(3) Information returns filed with 
Service Center . An application for an 
extension of the time for filing any in¬ 
formation return required to be filed 
w r ith an Internal Revenue Service Cen¬ 


ter shall state the location of the Service 
Center with which such return will be 
filed. Such application shall be made 
to the internal revenue officer with whom 
the applicant is required to file an in¬ 
come tax return or with whom the ap¬ 
plicant w r ould be required to file an in¬ 
come tax return if such a return were 
required of him. 

(4) Taxpayer unable to sign. In any 
case in which a taxpayer is unable, by 
reason of illness, absence, or other good 
cause, to sign a request for an extension, 
any person standing in close personal or 
business relationship to the taxpayer 
may sign the request on his behalf, and 
shall be considered as a duly authorized 
agent for this purpose, provided the re¬ 
quest sets forth the reasons for a signa¬ 
ture other than the taxpayer’s and the 
relationship existing between the tax¬ 
payer and the signer. 

(5) Form of application. The appli¬ 
cation for an extension of the time for 
filing a return, statement, or other docu¬ 
ment may be made in the form of a let¬ 
ter. However, in the case of an in¬ 
dividual income’ tax return on Form 
1040 or Form 1040W, the application for 
an extension of the time for filing may 
be made either on Form 2688 or in the 
form of a letter. 

(PH. Doc. 59-11155; Filed. Dec. 30. 1959; 

8:47 aun.] 


SUBCHAPTER G—REGULATIONS UNDER TAX 
CONVENTIONS 
(TX>. 643] 

PART 504—BELGIUM 

Subpart—Belgian Congo and 
Ruanda-Urundi 

Release of excess tax withheld, and 
exemption from, or reduction in rate of. 
withholding of tax at source in the case 
of residents of the Belgian Congo or 
Ruanda-Urundi and of Belgian Congo 
corporations, as affected by the extension 
to the Belgian Congo and to Ruanda- 
Urundi of the income tax convention of 
October 28, 1948, between the United 
States and Belgium, as amended. 

See. 

504.301 Introduction. 

504.302 Dividends entitled to reduced rate 

of tax. 

504.303 Dividends received by addressee not 

actual owner. 

504.304 Interest. 

504.305 Patent and copyright royalties and 

film rentals. 

504.306 Private pensions and private an¬ 

nuities. 

504.307 Beneficiaries of a domestic estate or 

trust. 

504.308 Release of excess tax withheld at 

source. 

504.309 Information to be furnished in or¬ 

dinary course. 

504.310 Application of the convention to 

fiscal years. 

Authority: 55 504.301 to 504.310 issued 
under sec. 7805, 68A Stat. 917; 26 UB.C. 7805. 

§ 504.301 Introduction. 

(a) Pertinent provisions of the con¬ 
vention. The income tax convention be- 
tween the United States and Belgium of 
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October 28,1948, as amended by the sup¬ 
plementary conventions of September 9, 
1952, and August 22, 1957, was extended 
to the Territory of the Belgian Congo 
and to the Trust Territory of Ruanda- 
Urundi upon notification of April 2, 1954, 
given by the Belgian Government in ac¬ 
cordance with Article XXII of the con¬ 
vention and accepted by the Government 
of the United States. The convention as 
so extended to such territories, referred 
to in this Treasury decision as the con¬ 
vention, provides in part as follows, ef¬ 
fective with respect to taxable years 
beginning on or after January 1, 1959. 
For that purpose all references in the 
convention to Belgium or to one or the 
other contracting State shall, as the con¬ 
text requires, be construed to refer to the 
Belgian Congo or to Ruanda-Urundi, as 
the case may be: 

Article I 

(1) The taxes which are the subject of the 
present Convention are: 

(a) In the case of the United States: The 
Federal Income taxes. 

(b) In the case of Belgium: The income 
taxes, the national crisis tax, and the per¬ 
sonal complementary tax, including all addi¬ 
tions to these taxes. 

(2) The present Convention shaU apply 
also to any other taxes of a substantially 
similar character imposed by either Con¬ 
tracting State subsequently to the date of 
signature of the present Convention or by 
the government of any territory to which 
the present Convention is extended under 
Article XXII. 

(3) In the event of appreciable changes in 
the fiscal laws of either of the Contracting 
8 tatcs the competent authorities of the Con¬ 
tracting States will consult together. 

Article II 

(1) In the present Convention, unless the 
context otherwise requires: 

(a) The term “United States” means the 
United States of America, and when used in 
a geographical sense means the States, the 
Territories of Alaska and of Hawaii, and the 
District of Columbia. 

(b) The term "Belgium” when used in a 
geographical sense means the Kingdom of 
Belgium in Europe. 

(c) The term "United States enterprise* 
means an industrial or commercial enterprise 
or undertaking carried on in the United 
6tates by a citizen or resident of the United 
States or by a corporation or other juridical 
person created or organized in the United 
States or under the laws of the United States 
or of any State or Territory of the United 
States. 

(d) The term "Belgian enterprise” means 
an Industrial or commercial enterprise or 
undertaking carried on in Belgium by a citi¬ 
zen or resident of Belgium or by a corpora¬ 
tion or other Juridical person created or 
organized in Belgium or under the laws of 
Belgium. For the purposes of this conven¬ 
tion, any corporation organized or created 
under the laws of Belgium or of the Belgian 
Congo and subject to tax under the Belgian 
-<scal law of June 21, 1927 shall be deemed 
to be a "Belgian enterprise." 

(e) The terms "enterprise of one of the 
Contracting States” and "enterprise of the 
other Contracting State” mean a United 
States enterprise or a Belgian enterprise, as 
the context requires. 

(f) The term "permanent establishment”, 
when used with respect to an enterprise of 
one of the Contracting States, means a 
branch, factory, mine, oil well, plantation, 
workshop, warehouse, Installation, or other 
uxed place of business, but does not include 
an agency unless the agent has, and habit¬ 


ually exercises, a general authority to nego¬ 
tiate and conclude contracts on behalf of 
such enterprise or has control over a stock 
of merchandise from which he regularly fills 
orders on behalf of such enterprise. An en¬ 
terprise of one of the Contracting States shall 
not be deemed to have a permanent estab¬ 
lishment in the other Contracting State 
merely because it carries on business dealings 
in such other Contracting State through a 
bona fide commission agent or broker acting 
in the ordinary course of his business as such. 
When a corporation of one Contracting State 
has a subsidiary corporation which is a cor¬ 
poration created or organized in the other 
Contracting State or which is engaged in 
trade or business In such other Contracting 
State, such subsidiary corporation shall not, 
merely because of that fact, be deemed to be 
a permanent establishment of its parent 
corporation. 

(g) The term "industrial and commercial 
profits” shall not include the following: 

(1) Income from real property: 

(li) Income from mortgages, from public 
funds, securities (including mortgage bonds), 
loans, deposits, and current accounts; 

(lii) Dividends and other income from 
shares in a corporation; 

(iv) Rentals or royalties arising from leas¬ 
ing personal property or from any interest 
in such property, including rentals or royal¬ 
ties for the use of, or for the privilege of 
using, patents, copyrights, secret processes 
and formulae, good will, trademarks, trade 
brands, franchises, and other like property; 

(v) Profit or loss from the sale or exchange 
of capital assets; 

(vi) Compensation for labor or personal 
services. 

Subject to the provisions of the present Con¬ 
vention, the income referred to in subpara¬ 
graphs (l) to (vi) shall be taxed separately 
or together with industrial and commercial 
profits in accordance with the laws of the 
Contracting States. 

(h) The term "competent authority” or 
"competent authorities” means, in the case 
of the United States, the Commissioner of 
Internal Revenue or his duly authorized 
representative; and in the case of Belgium, 
the Directeur General de rAdministration 
des Contributions Directes or his duly au¬ 
thorized representative: and, in the case of 
any territory to which the present Conven¬ 
tion is extended under Article XXII, the 
competent authority for the administration 
in such territory of the taxes to which the 
present Convention applies. 

(2) In the application of the provision 
of the present Convention by either of the 
Contracting States, any term which is not 
otherwise defined shall, unless the context 
otherwise requires, have the meaning which 
that term has under the laws of such Con¬ 
tracting State relating to the taxes which 
are the subject of the present Convention. 

• • • • * 

Article VI 

Income of whatever nature derived from 
real property shall be taxable only in the 
Contracting State in which the real prop¬ 
erty is situated. This Article does not ap¬ 
ply to income derived from mortgages or 
bonds secured by real property. 

• • • • • 

Article VIII 

(1) The rate of United States tax on div¬ 
idends derived from a United States cor¬ 
poration by a corporation created or or¬ 
ganized in Belgium or under the laws of 
Belgium which is not engaged in trade or 
business in the United States through a 
permanent establishment therein shall not 
exceed five percent If the latter corporation 
controls, directly or indirectly, at least 
ninety-five percent of the entire voting 
power in the corporation paying the divi¬ 


dend, and not more than twenty-five percent 
of the gross income of such paying corpora¬ 
tion is derived from Interest and dividends, 
other than interest and dividends received 
from its own subsidiary corporations. Such 
reduction of the rate to five percent shall 
not apply if the relationship of the two 
corporations has been arranged or is main¬ 
tained primarily with the intention of se¬ 
curing such reduced rate. 

(2) Notwithstanding the provisions of Ar¬ 
ticle XXIII of this Convention the provisions 
of this Article may be terminated by the 
United States provided prior notice is given 
to Belgium, such termination to become 
effective on the first day of the fourth cal¬ 
endar month following the calendar month 
in which such notice is given. 

[In the application to the Belgian Congo 
and the Trust Territory of Ruanda-Urundi 
of the convention of October 28, 1948, ns 
amended by the supplementary convention 
of September 9. 1952, the Belgian Congo 
and the Trust Territory of Ruanda-Urundi 
may impose taxe moblliere at a rate not in 
excess of 15 percent on dividends from 
sources within the Belgian Congo and 
Ruanda-Urundi paid to a resident or cor¬ 
poration or other entity of the United States 
not having a permanent establishment in the 
Belgian Congo or Ruanda-Urundi. Art. II, 
supplementary convention of August 22, 
1957J 

Article VIII A 

The rate of tax Imposed by each of the 
Contracting States upon interest (on bonds, 
notes, debentures, or on any other form of 
indebtedness) derived from sources within 
such State by a resident or corporation or 
other entity of the other State not having 
a permanent establishment within the for¬ 
mer State shall not exceed 15 percent. 

Article IX 

(1) Rentals or royalties from real prop¬ 
erty or in respect of the operation of mines, 
quarries or other natural resources shall be 
taxable only in the Contracting State in 
which such property, mines, quarries or 
other natural resources are situated. A resi¬ 
dent of Belgium, or a corporation or other 
Juridical person created or organized in 
Belgium deriving such rentals or royalties 
from sources within the United States «may 
elect for any taxable year to be subject to 
United States tax as if such resident, corpo¬ 
ration or entity were engaged in trade or 
business within the United States through a 
permanent establishment therein in such 
taxable year. 

(2) Royalties derived from within one of 
the Contracting States by a resident or by 
a corporation or other entity of the other 
Contracting State as consideration for the 
right to use copyrights, patents, secret proc¬ 
esses and formulae, trade marks and other 
analogous rights shall be exempt from taxa¬ 
tion in the former State, provided such resi¬ 
dent, corporation or other entity does not 
have a permanent establishment there. The 
term "royalties” as used in this paragraph 
6holl be deemed to Include rentals in respect 
of motion picture films. 

Article X 

(1) Wages, salaries and similar compen¬ 
sations. and pensions and annuities, paid by 
one of the Contracting States or by the 
political subdivisions or territories thereof 
to citizens of that State residing in the other 
State (whether or not also citizens of such 
other State) shall be exempt from taxation 
in the latter State. 

(2) Private pensions and annuities derived 
from within one of the Contracting States 
and paid to individuals residing in the other 
Contracting State shall be exempt from taxa¬ 
tion in the former State. 

(3) The term "pensions” as used in this 
Article means periodic payments made in 
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consideration for services rendered or by way 
of compensation for Injuries received. 

(4) The term "annuities" as used In this 
Article means a stated sum payable periodi¬ 
cally at stated times, under an obligation 
to make the payments In consideration of 
money paid. 

• • • • • 

Article XV 

(1) The competent authorities of the Con¬ 
tracting States shall exchange such informa¬ 
tion (being information available under the 
respective taxation laws of the Contracting 
States) as Is necessary for carrying out the 
provisions of the present Convention or for 
the prevention of fraud or the administration 
of statutory provisions and regulations 
against legal avoidance In relation to the 
taxes which are the subject of the present 
Convention. 

(2) Documents and information contained 
therein, transmitted under the provisions of 
the present Convention by one of the Con¬ 
tracting States to the other Contracting 
State shall not bo published, revealed or dis¬ 
closed to any person except to the extent 
permitted under the laws of the latter State 
with respect to similar documents or in¬ 
formation. 

• • • • • 

Article XVII 

(1) The Contracting States undertake to 
lend assistance and support to each other In 
the collection of the taxes to which the pres¬ 
ent Convention relates, together with addi¬ 
tions, Interest, costs, and fines not being of 
a penal character. 

(2) In the case of an application for en¬ 
forcement of taxes, revenue claims of each 
of the Contracting States which have been 
finally determined may be accepted for en¬ 
forcement by the other Contracting State 
and collected In that State In accordance 
with the laws applicable to the collection 
of its own taxes. The State to which appli¬ 
cation is made shall not be required to 
enforce executory measures for which there 
Is no provision In the law of the State mak¬ 
ing the application. 

(3) An application for collection shall be 
accompanied by such documents as are re¬ 
quired by the laws of the State making the 
application to establish that the taxes have 
been finally determined. 

(4) The assistance provided for in this 
Article shall not be accorded with respect 
to the citizens, corporations, or other en¬ 
tities of the State to which application is 
made, except as is necessary to insure that 
the exemption or reduced rate of tax granted 
under the Convention to such citizens, cor¬ 
porations or other entities shall not be en¬ 
joyed by persons not entitled to such benefits. 

Article XVIII 

(1) In no case shall the provisions of 
Articles XV, XVI, and XVII be construed so 
ns to impose upon either of the Contracting 
States the obligation 

(a) To carry out administrative measures 
at variance with the regulations and prac¬ 
tice of either Contracting State, or 

(b) To supply information or particulars 
which are not procurable under its own legis¬ 
lation or that of the State making the 
application. 

(2) The State to which application is 
made for information or assistance shall com¬ 
ply as soon as possible with the request 
addressed to.. It. Nevertheless, such State 
may refuse to comply with the request for 
reasons of public policy or if compliance 
would Involve violation of a business. Indus¬ 
trial or trade secret. In such case it shall 
inform, as soon as possible, the State making 
the application. 

* • • • • 


RULES AND REGULATIONS 

Article XX 

(1) The provisions of the present Con¬ 
vention shall not be construed to restrict 
in any manner any exemption, deduction, 
credit or other allowance accorded by the 
laws of one of the Contracting States in the 
determination of the tax Imposed by such 
State. 

(2) Should any difficulty or doubt arise 
as to the interpretation or application of 
the present Convention, the competent au¬ 
thorities of the Contracting States shall 
settle the question by mutual agreement. 

(3) Citizens or corporations or other Ju¬ 
ridical persons of one of the Contracting 
States within the other Contracting State 
shall not be subjected, as regards the taxes 
referred to in the present Convention, to 
the payment of higher taxes than are im¬ 
posed upon the citizens or corporations or 
other Juridical persons of such other Con¬ 
tracting State. 

Article XXI 

The competent authorities of the two 
Contracting States may (in the case of the 
United States, with the approval of the Sec¬ 
retary of the Treasury, and In the case of 
Belgium, with the approval of the Minister 
of Finance) prescribe regulations necessary 
to carry out the provisions of the present 
Convention. With respect to the provisions 
of the present Convention relating to ex¬ 
change of information and mutual assistance 
In the collection of taxes, such authorities 
may, by common agreement, prescribe rules 
concerning matters of procedure, forms of 
application and replies thereto, conversion 
of currency, disposition of amounts col¬ 
lected, minimum amounts subject to collec¬ 
tion, and related matters. 

Article XXII 

(1) Either of the Contracting States may, 
at the time of exchange of instruments of 
ratification or thereafter while the present 
Convention continues in force, by a written 
notification of extension given to the other 
Contracting State through diplomatic chan¬ 
nels. declare its desire that the operation 
of the present Convention, either in whole 
or as to such provisions thereof as may 
be deemed to have special application, shall 
extend to any of its colonies or overseas 
territories which imposes taxes substantially 
similar in character to those which are the 
subject of the present Convention. 

(2) In the event that a notification is 
given by one of the Contracting States in 
accordance with paragraph (1) of this Ar¬ 
ticle, the present Convention, or such pro¬ 
visions thereof as may be specified in the 
notification, shall apply to any territory 
named in such notification on and after 
the first day of January Immediately pre¬ 
ceding the date of a written communication 
through diplomatic channels addressed to 
such Contracting State by the other Con¬ 
tracting State, after such action by the lat¬ 
ter State as may be necessary in accord¬ 
ance with its own procedures, stating that 
such notification Is accepted In respect of 
such territory. In the absence of such ac¬ 
ceptance. none of the provisions of the pres¬ 
ent Convention shall apply to such territory. 

(3) At any time after the expiration of 
one year from the effective date of an ex¬ 
tension made by virtue of paragraphs (1) and 
(2) of this Article, either of the Contract¬ 
ing States may, by a written notice of ter¬ 
mination given to the other Contracting 
State through diplomatic channels, terminate 
the application of the present Convention to 
any territory to which the Convention, or 
any of its provisions, has been extended. 
In that case, the present Convention, or the 
provisions thereof specified in the notice 
of termination, shall cease to be applicable 
to any of the territories named in such no¬ 
tice of termination on and after the first 


day of January following the expiration of 
a period of six months after the date of 
such notice; provided, however, that this 
shall not affect the continued application 
of the Convention, or any of the provisions 
thereof, to the United States, to Belgium, or 
to any territory (not named in the notice 
of termination) to which the Convention, 
or such provision thereof, applies. 

(4) For the application of the present 
Convention to any territory to which it is 
extended by the United States or by Bel¬ 
gium, references to "the United States’* or 
to "Belgium" or to one or the other Con¬ 
tracting State, as the case may be, shall 
be construed to refer to such territory. 

(5) For the purposes of the present Con¬ 
vention, the Belgian Congo shall be con¬ 
sidered to be a Belgian territory to which 
the provisions of this Article shall apply. 

(For the purposes of Article XXH of the 
convention of October 28. 1948. the expres¬ 
sion "overseas territories" is construed as 
applying to any overseas territory for the 
foreign relations of which either contract¬ 
ing State is responsible. Art. IV. supple¬ 
mentary convention of August 22, 19T7J. 

Article XXI II 

(1) The present Convention shall be rati¬ 
fied and the instruments of ratification shall 
be exchanged at Washington as soon as 
possible. 

(2) The present Convention shall become 
effective on the first day of January of the 
year in which the exchange of instruments 
of ratification takes place. It shall con¬ 
tinue effective for a period of five years be¬ 
ginning with that date and indefinitely 
after that period, but may be terminated 
by either of the Contracting States at the 
end of the five-year period or at any time 
thereafter, provided that at least six months* 
prior notice of termination has been given, 
the termination to become effective on the 
first day of January following the expira¬ 
tion of the six-month period. 

(b) Meaning of terms. As used in 
this Treasury decision, any term defined 
in the convention shall have the mean¬ 
ing so assigned to it; any term not so 
defined shall, unless the context other¬ 
wise requires, have the meaning which 
such term has under the internal reve¬ 
nue laws of the United States. 

§ 50 1.302 Dividends entitled to reduced 
rate of tax. 

(a) Reduction in rate of United States 
tax —(1) Rate not to exceed 15 percent . 
The rate of United States tax imposed 
upon dividends derived from sources 
within the United States in a taxable 
year beginning on or after January 1. 
1959, by a nonresident alien individual 
who is a resident of the Belgian Congo 
or of Ruanda-Urundi, or by a Belgian 
Congo corporation or other entity, shall 
not exceed 15 percent under the provi¬ 
sions of Article VIII of the convention 
if such alien, corporation, or other en¬ 
tity does not have a permanent estab¬ 
lishment in the United States at any 
time during the taxable year in which 
the dividend is derived. 

(2) Personal services. If a nonresi¬ 
dent alien individual who is a resident 
of the Belgian Congo or Ruanda-Urundi 
were to perform personal services withm 
the United States during the taxable 
year but not to have a permanent estab¬ 
lishment in the United States at any 
time during the year, he would be en¬ 
titled to the reduction in United States 
tax granted by Article VIII of the con- 
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vention even though under the provi¬ 
sions of section 871(c) of the Internal 
Revenue Code of 1954 he had engaged 
in trade or business within the United 
States during that year by reason of his 
having performed personal services 
therein. 

(b) Withholding of tax from divi¬ 
dends —(1) Rate of 15 percent. With¬ 
holding of United States tax at source 
on or after January 1, 1959, in the case 
of dividends derived from sources within 
the United States by a nonresident alien 
(including a nonresident alien individ¬ 
ual, fiduciary, and partnership) whose 
address is in the Belgian Congo or in 
Ruanda-Urundi, or by a foreign corpo¬ 
ration or other entity whose address is 
in the Belgian Congo, shall, to the extent 
withholding of United States tax is re¬ 
quired, be at the rate of 15 percent in 
every case except that in which, prior 
to the date of payment of such dividends, 
the Commissioner of Internal Revenue 
has notified the withholding agent that 
the reduced rate of withholding shall not 
apply. This subparagraph is based upon 
the assumption that the payee of the 
dividend is the actual owner of the capi¬ 
tal stock from which the dividend is 
derived. As to action by a recipient who 
is not the owner, see § 504.303. 

(2) Effect of address in the Belgian 
Congo or Ruanda-Urundi. For the pur¬ 
pose of withholding of United States tax 
in the case of dividends, every nonresi¬ 
dent alien (including a nonresident alien 
individual, fiduciary, and partnership) 
whose address is in the Belgian Congo 
or Ruanda-Urundi shall be deemed by 
United States withholding agents to be 
a nonresident alien individual who is a 
resident of the Belgian Congo or Ruan¬ 
da-Urundi, as the case may be, not hav¬ 
ing a permanent establishment in the 
United States; and every foreign corpo¬ 
ration or other entity whose address is 
in the Belgian Congo shall be deemed 
by such withholding agents to be a Bel¬ 
gian Congo corporation or other entity 
not having a permanent establishment 
in the United States. 

(3) Evidence of tax withheld. The 
rate at which United States tax has been 
withheld from any dividend paid at any 
time after the expiration of the thirtieth 
day after the date on which this Treasury 
decision is published in the Federal Reg¬ 
ister to any person whose address is in 
the Belgian Congo or Ruanda-Urundi at 
the time the dividend is paid shall be 
shown either in writing or by appropriate 
stamp on the check, draft, or other evi¬ 
dence of payment, or on an accompany¬ 
ing statement. 

§ 504.303 Dividends received by ad¬ 
dressee not actual owner. 

(a) Additional tax to he withheld— 
(1) Nominee or representative. The re¬ 
cipient in the Belgian Congo or Ruanda- 
Urundi, as the case may be, of any divi¬ 
dend from which United States tax at 
t..e reduced rate of 15 percent has been 
withheld at source pursuant to § 504.302 
<o)(1), j s a nominee or representa¬ 
tive through whom the dividend is re¬ 
ceived by a person other than one 
described in 5 504.302(a)(1) as being 
entitled to the reduced rate, shall with- 
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hold an additional amount of United 
States tax equivalent to the United 
States tax which would have been with¬ 
held if the convention had not been in 
effect (30 percent as of the date of ap¬ 
proval of this Treasury decision) minus 
the 15 percent which has been withheld 
at source. 

(2) Fiduciary or partnership. A fidu¬ 
ciary or a partnership with an address 
in the Belgian Congo or Ruanda-Urundi, 
as the case may be. which receives, other¬ 
wise than as a nominee or representative, 
a dividend from which United States tax 
at the reduced rate of 15 percent has 
been withheld at source pursuant to 
1 504.302(b)(1) shall withhold an addi¬ 
tional amount of United States tax from 
the portion of the dividend included in 
the gross income from sources within the 
United States of any beneficiary or part¬ 
ner, as the case may be. w T ho is not 
entitled to the reduced rate of tax in 
accordance with 5 504.302(a)(1). The 
amount of the additional tax is to be 
calculated in the same manner as under 
subparagraph (1) of this paragraph. 

(3X Released amounts of tax. If any 
amount of United States tax is released 
pursuant to § 504.308(a) (1) by the with¬ 
holding agent in the United States with 
respect to a dividend paid to such a per¬ 
son (nominee, representative, fiduciary, 
or partnership) with an address in the 
Belgian Congo or Ruanda-Urundi, as the 
case may be, the recipient shall withhold 
from such released amount any addi¬ 
tional amount of United States tax, 
otherwise required to be withheld from 
the dividend by the provisions of sub- 
paragraphs (1) and (2) of this para¬ 
graph, in the same manner as if at the 
time of payment of the dividend United 
States tax at the rate of only 15 percent 
had been withheld at source therefrom. 

(b) Returns filed by Belgian Congo 
or Ruanda-Urundi withholding agents. 
The amounts withheld pursuant to para¬ 
graph (a) of this section by any with¬ 
holding agent in the Belgian Congo or 
Ruanda-Urundi, as the case may be, shall 
be deposited, without converting the 
amounts into United States dollars, with 
the competent authority for the admin¬ 
istration in that territory of the taxes 
which are the subject of the convention. 
The deposit shall be made on or before 
the 15th day after the close of the 
quarter of the calendar year in which 
the withholding in the territory occurs. 
The withholding agent making the de¬ 
posit shall render therewith such appro¬ 
priate form as may be prescribed by the 
competent authority for that territory. 
The amounts so deposited should be re¬ 
mitted by the competent authority by 
draft in United States dollars, on or be¬ 
fore the end of the calendar month in 
which the deposit is made, to the Direc¬ 
tor, International Operations Division, 
Internal Revenue Service, Washington 
25, D.C., U.S.A. The remittance should 
be accompanied by copies of such forms 
as may be required to be rendered by the 
withholding agent in that territory in 
connection with the deposit. 

§ 504.304 Interest* 

(a) Reduction in rate of United States 
tax —(1) Rate of 15 percent . The rate 


of United States tax imposed upon in¬ 
terest on bonds, securities, notes, deben¬ 
tures, or on any other form of indebt¬ 
edness, including interest on obligations 
of the United States and its instrumen¬ 
talities and on mortgages and bonds se¬ 
emed by real property, which is de¬ 
rived from sources within the United 
States in a taxable year beginning on 
or after January 1, 1959, by a nonresi¬ 
dent alien individual who is a resident 
of the Belgian Congo or of Ruanda- 
Urundi. or by a Belgian Congo corpora¬ 
tion or other entity, shall not exceed 15 
percent under the provisions of Article 
VHIA of the convention if such alien, 
corporation, or other entity does not 
have a permanent establishment in the 
United States at any time during the 
taxable year in which the interest is 
derived. 

(2) Personal services. If a nonresi¬ 
dent alien individual who is a resident of 
the Belgian Congo or Ruanda-Urundi 
were to perform personal services within 
the United States during the taxable 
year but not to have a permanent es¬ 
tablishment in the United States at any 
time during the year, he would be en¬ 
titled to the reduction in United States 
tax granted by Article VIIIA of the con¬ 
vention even though under the provi¬ 
sions of section 871(c) of the Internal 
Revenue Code of 1954 he had engaged 
in trade or business within the United 
States during that year by reason of his 
having performed personal services 
therein. 

§ 504.304 Interest. 

(b) Withholding of tax from inter¬ 
est —(1) Coupon bond interest —(i) Use 
of Form 1001-B. To secure withholding 
of United States tax on or after Jan¬ 
uary 1, 1959, at the rate of 15 percent 
in the case of coupon bond interest en¬ 
titled to the reduced rate in accordance 
with paragraph (a) of this section, the 
nonresident alien individual who is a 
resident of the Belgian Congo or of 
Ruanda-Urundi, as the case may be, or 
the Belgian Congo corporation or other 
entity, shall, for each issue of bonds, 
file Form 1001-B in duplicate when 
presenting the interest coupons for pay¬ 
ment This form shall be signed by the 
owner of the interest, or by his trustee 
or agent, and shall show the informa¬ 
tion required by § 1.1461-1 (d) of the In¬ 
come Tax Regulations (26 CFR 1.1461-1 
(d)). Form 1001-B shall contain a 
statement that the owner (a) is a resi¬ 
dent of the Belgian Congo or of Ruanda- 
Urundi, as the case may be, or is a Bel¬ 
gian Congo corporation or other entity, 
and (b) has no permanent establishment 
in the United States. 

(ii) Reduction in rate applicable only 
to owner. The reduction in the rate of 
United States tax granted by Article 
VHIA of the convention is applicable 
only to the owner of the interest. The 
person presenting the interest coupon, or 
on whose behalf it is presented, shall, 
for the purpose of the reduction in with¬ 
holding of United States tax, be deemed 
to be the owner of the interest only if 
he is, at the time the coupon is presented 
for payment the owner of the bond from 
which the coupon has been detached. 
If the person presenting the coupon, or 
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on whose behall it is .presented, is not 
the owner of the bond. Form 1001, and 
not Form 1001-B, shall be executed. 

tiii) Disposition of Form 1001-B. 
The original and duplicate of Form 
1001-B shall be forwarded by the with¬ 
holding agent to the Director, Interna¬ 
tional Operations Division, Internal 
Revenue Service, Washington 25, D.C., 
in accordance with § 1.1461-(2) (b) (2) 
of the Income Tax Regulations (26 CFR 
1.1461-2(b)(2)). 

(2) Interest on noncoupon bonds — 

(i) Use of letter of notification. To se¬ 
cure withholding of United States tax 
on or after January 1, 1959, at the rate 
of 15 percent in the case of interest 
(other than coupon bond interest) en¬ 
titled to the reduced rate in accordance 
with paragraph (a) of this section, the 
nonresident alien individual who is a res¬ 
ident of the Belgian Congo or of Ruanda- 
Urundi, as the case may be, or the Bel¬ 
gian Congo corporation or other entity, 
shall notify the withholding agent by 
letter in duplicate that the interest is 
subject to United States tax at the re¬ 
duced rate in accordance with Article 
VIIIA of the convention. The letter of 
notification shall be signed by the owner 
of the interest, or by his trustee or agent, 
and shall show the name and address 
of the obligor and the name and address 
of the owner of the interest. The letter 
shall contain a statement that (a) the 
owner is neither a citizen nor a resident 
of the United States but is a resident of 
the Belgian Congo or of Ruanda-Urundi, 
as the case may be, or, in the case of a 
corporation or other entity, the owner is 
a Belgian Congo corporation or other 
entity, and (b) the owner has at no time 
during the current taxable year had a 
permanent establishment in the United 
States. The letter shall also indicate 
the dates on which the current taxable 
year of the taxpayer begins and ends. 

(ii) Use of letter for release of excess 
tax. If the letter of notification is also 
to be used as authorization for the re¬ 
lease, pursuant to § 504.308(a) (3), of ex¬ 
cess tax withheld from the interest, it 
shall also contain a statement that (a) at 
the time when the interest was derived 
from which the excess tax was withheld, 
the owner was neither a citizen nor a 
resident of the United States but was a 
resident of the Belgian Congo or of 
Ruanda-Urundi, as the case may be, or, 
in the case of a corporation or other 
entity, the owner w T as a Belgian Congo 
corporation or other entity, and (b) the 
owner at no time during the taxable year 
in which the interest was derived had 
a permanent establishment in the United 
States. The dates of the beginning and 
ending of the taxable year of the tax¬ 
payer in which the interest was derived 
shall also be indicated. 

(iii) Manner of filing letter of notifi¬ 
cation. The letter of notification, which 
shall constitute authorization for with¬ 
holding of United States tax on the in¬ 
terest at the reduced rate of 15 percent, 
shall be filed with the withholding agent 
for each successive 3-calendar-year pe¬ 
riod during which the interest is paid. 
For this purpose, the first of such periods 
shall commence with the beginning of 
the calendar year in wliich the interest 


RULES AND REGULATIONS 

is first paid on or after January 1, 1959. 
Each letter filed with any withholding 
agent shall be filed not later than 20 days 
preceding the date of the first payment 
within each successive period, or. if that 
is not possible because of special cir¬ 
cumstances, as soon as possible after 
such first payment. Once a letter has 
been filed in respect of any 3-calendar- 
year period, no additional letter need be 
filed with respect thereto unless the 
Commissioner of Internal Revenue no¬ 
tifies the withholding agent that an ad¬ 
ditional letter shall be filed by the tax¬ 
payer. If, after filing a leter of notifica¬ 
tion, the taxpayer ceases to be eligible 
for the reduced rate of United States 
tax granted by Article VIIIA of the con¬ 
vention, he shall promptly notify the 
withholding agent by letter in duplicate. 
When any change occurs in the owner¬ 
ship of the interest as recorded on the 
books of the payer, the reduction in 
the rate of withholding of United States 
tax shall no longer apply unless the new 
owner of record is entitled to and does 
properly file a letter of notification with 
the withholding agent. 

(iv) Disposition of letter. Each letter 
of notification filed pursuant to this sub- 
paragraph, or the duplicate thereof, shall 
be immediately forwarded by the with¬ 
holding agent to the Director, Interna¬ 
tional Operations Division, Internal Rev¬ 
enue Service. Washington 25, D.C. 

§ 504.305 Patent and copyright royal¬ 
ties and film rentals. 

(a) Exemption from United States 
tax. (1) Royalties derived from sources 
within the United States in a taxable 
year beginning on or after January 1, 
1959, by a nonresident alien individual 
w r ho is a resident of the Belgian Congo 
or of Ruanda-Urundi, or by a Belgian 
Congo corporation or other entity, as 
consideration for the right to use copy¬ 
rights. patents, secret processes and 
formulae, trademarks and other analo¬ 
gous rights shall be exempt from United 
States tax under the provisions of Article 
IX (2) of the convention if such alien, 
corporation, or other entity does not 
have a permanent establishment in the 
United States at any time during the 
taxable year in which such royalties are 
derived. 

(2) The term “royalties" as used in 
this section shall be deemed to include 
rentals in respect of motion picture 
films. 

(b) Exemption from withholding of 
tax —(1) Use of letter of notification. To 
avoid withholding of United States tax 
on or after January 1.1959, from a royal¬ 
ty which is exempt in accordance with 
paragraph (a) of this section, the non¬ 
resident alien individual who is a resi¬ 
dent of the Belgian Congo or of Ruanda- 
Urundi, as the case may be, or the Bel¬ 
gian Congo corporation or other entity, 
shall notify the withholding agent by 
letter in duplicate thafe the royalty is 
exempt from United States tax under the 
provisions of Article IX (2) of the 
convention. 

(2) Manner of filing letter of notifica¬ 
tion. The provisions of § 504.304(b) (2) 
relating to the execution, filing, effective 
period, and disposition of the letter of 
notification prescribed therein, including 


its use for the release of excess tax with¬ 
held, shall also apply to the letter of 
notification prescribed in subparagraph 
(1) of this paragraph. 

§ 504.306 Privute pensions and private 
annuities. 

(a) Exemption from United States 
tax —(1) In general. Any private pen¬ 
sion or private annuity derived from 
sources within the United States in a 
taxable year beginning on or after Jan¬ 
uary 1, 1959, by a nonresident alien in¬ 
dividual who is a resident of the Belgian 
Congo or of Ruanda-Urundi shall be 
exempt from United States tax under the 
provisions of Article X(2) of the con¬ 
vention. 

(2) Definitions. As used in this sec¬ 
tion, the term “pension" means a periodic 
payment made in consideration for serv¬ 
ices rendered or by w r ay of compensa¬ 
tion for injuries received, and the term 
"annuity” means a stated sum payable 
periodically at stated times under an 
obligation to make the payments in con¬ 
sideration of money paid. Neither term 
includes retired pay or pensions paid 
by the United States or by any State or 
territory of the United States. 

(b) Exemption from withholding of 
tax —(1) Use of letter of notification. 
To avoid withholding of United States 
tax on or after January 1, 1959, from 
pensions or annuities which are exempt 
from tax in accordance with paragraph 
(a) of this section, the nonresident alien 
individual who is a resident of the Bel¬ 
gian Congo or of Ruanda-Urundi, as the 
case may be. shall notify the withhold¬ 
ing agent by letter in duplicate that the 
pensions or annuities are exempt from 
United States tax under the provisions 
of Article X(2) of the convention. The 
letter of notification shall be signed by 
the owner of the income, shall show the 
name and address of both the payer 
and the owner of the Income, and shall 
contain a statement that the owner, an 
individual, is neither a citizen nor a 
resident of the United States but is 
a resident of the Belgian Congo or of 
Ruanda-Urundi, as the case may be. 
The letter shall also indicate the dates 
on w r hich the current taxable year of 
the taxpayer begins and ends. 

(2) Use of letter for release of excess 
tax. If the letter of notification is also 
to be used as authorization for the re¬ 
lease, pursuant to 5 504.308(a)(3), of 
excess tax withheld from the pensions 
or annuities, it shall also contain a state¬ 
ment that the owner w f as, at the time 
when the income was derived from which 
the excess tax w ? as withheld, neither a 
citizen nor a resident of the United 
States but was a resident of the Belgian 
Congo or of Ruanda-Urundi, as the case 
may be. The dates of the beginning and 
ending of the taxable year of the tax¬ 
payer in w r hich the income was derived 
shall also be indicated. 

(3) Manner of filing letter of notifica¬ 
tion. The letter of notification shall 
constitute authorization for the payment 
of the pensions or annuities without 
withholding of United States tax at 
source unless the Commissioner of In¬ 
ternal Revenue notifies the withholding 
agent thereafter to withhold the tax 
from such items of income. If, after 
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filing a letter of notification, the owner 
of the income ceases to be eligible under 
the convention for the exemption from 
United States tax in the case of such 
items of income, he shall promptly no¬ 
tify the withholding agent by letter in 
duplicate. When any change occurs in 
the ownership of the income as recorded 
on the books of the payer, the exemption 
from withholding of United States tax 
shall no longer apply unless the new 
owner of record is entitled to, and does 
properly, file a letter of notification with 
the withholding agent. 

(4) Disposition of letter. Each letter 
of notification filed pursuant to this 
paragraph, or the duplicate thereof, shall 
be forwarded immediately by the with¬ 
holding agent to the Director, Inter¬ 
national Operations Division, Internal 
Revenue Service, Washington 25, D.C. 

g 504.307 Beneficiaries of a domestic 
estate or trust. 

A nonresident alien individual who is 
a resident of the Belgian Congo or of 
Ruanda-Urundi and who is a beneficiary 
of a domestic estate or trust shall be 
entitled to the exemption from, or re¬ 
duction in the rate of, United States tax 
granted by Articles VIII, VIIIA, and IX 
of the convention with respect to divi¬ 
dends. interest, and patent and copy¬ 
right royalties, to the extent that (1) 
any amount paid, credited, or required to 
be distributed by the estate or trust to 
the beneficiary is deemed to consist of 
those items and (2) the items so deemed 
to be included in such amount would, 
without regard to the convention, be in¬ 
cludible in his gross income; Provided , 
however , That the beneficiary otherwise 
satisfies the requirements for exemption 
or reduction specified in the respective 
articles concerned. To obtain the ex¬ 
emption from, or reduction in rate of, 
withholding of United States tax in such 
a case, the beneficiary must, where ap¬ 
plicable, execute and submit to the fidu¬ 
ciary of the estate or trust in the United 
States the appropriate letter of notifica¬ 
tion prescribed in § 604.304(b) (2) or 
§ 504.305(b)(1). 

§ 504.308 Release of excess tax with¬ 
held at source. 

(a) Amounts to be released —(1) Divi¬ 
dends. If United States tax has been 
withheld at the statutory rate on or after 
January 1, 1959, from dividends derived 
from sources within the United States 
by a nonresident alien (including a non¬ 
resident alien individual, fiduciary, and 
partnership) whose address at the time 
of payment was in the Belgian Congo 
or in Ruanda-Urundi, as the case may 
be, or by a foreign corporation or other 
entity whose address at the time of pay¬ 
ment was in the Belgian Congo, the with¬ 
holding agent shall release and pay over 
to the person from whom the tax was 
withheld an amount which is equal to 
the difference between the tax so with¬ 
held and the tax required to be withheld 
Pursuant to § 504.302(b) (1). 

(2) Coupon bond interest —(i) Substi¬ 
tute form, in the case of every taxpayer 
who furnishes to the withholding agent 
Form 1001-B clearly marked “Substi¬ 
tute" and executed in accordance with 


§ 504.304(bT(l) (i), where United States 
tax has been withheld at the statutory 
rate on or after January 1, 1959, from 
coupon bond interest, the withholding 
agent shall release and pay over to the 
person from whom the tax was with¬ 
held an amount which is equal to the 
difference between the tax so withheld 
from such interest derived by the tax¬ 
payer in a taxable year beginning on or 
after January 1, 1959, and the tax re¬ 
quired to be withheld pursuant to such 
section, if the taxpayer also attaches to 
the form a letter in duplicate, signed by 
the owner, or by his trustee or agent, and 
containing the following: 

(a) The name and the address of the 
obligor; 

(b) The name and the address of the 
owner of the interest from which the 
excess tax was withheld; 

(c) A statement that, at the time when 
the interest was derived from which the 
excess tax was withheld, the owner was 
neither a citizen nor a resident of the 
United States but was a resident of the 
Belgian Congo or of Ruanda-Urundi, as 
the case may be, or, in the case of a cor¬ 
poration or other entity, the owner was 
a Belgian Congo corporation or other 
entity; 

(d) A statement that the owner at 
not time during the taxable year in which 
the interest was derived had a perma¬ 
nent establishment in the United States; 
and 

(e) The dates of the beginning and 
ending of the taxable year of the tax¬ 
payer in which the interest was derived. 

One such substitute form shall be filed 
in duplicate with respect to each issue of 
bonds and will serve with respect to that 
issue to replace all Forms 1001 previously 
filed by the taxpayer in the calendar 
year in which the excess tax was with¬ 
held and with respect to which the ex¬ 
cess is released. 

(ii) Disposition of form. The origi¬ 
nal and duplicate of substitute Form 
1001-B (and letter) shall be forwarded 
by the withholding agent to the Director. 
International Operations Division, In¬ 
ternal Revenue Service, Washington 25, 
D.C., in accordance with § 1.1461- 2(b) 
of the Income Tax Regulations (26 CFR 
1.1461-2(b)). 

(3) Interest on noncoupon bonds, 
royalties . pensions, and annuities. If a 
taxpayer furnishes to the withholding 
agent the authorization for release pre¬ 
scribed in § 504.304(b) (2) (ii), § 504.305 

(b)(2), or 5 504.306(b)(2) and United 
States tax has been withheld at the 
statutory rate on or after January 1, 
1959, from the interest, royalties, pen¬ 
sions. or annuities in respect to which 
such authorization is prescribed, the 
withholding agent shall release and pay 
over to the person from whom the tax 
was withheld— * 

(i) In the case of interest derived by 
the taxpayer in a taxable year beginning 
on or after January 1, 1959, an amount 
which is equal to the difference between 
the tax so withheld from such interest 
and the tax required to be withheld pur¬ 
suant to § 504.304(b) (2) (i), and 

(ii) In the case of royalties, pensions, 
or annuities derived by the taxpayer in 


a taxable year beginning on or after Jan¬ 
uary 1, 1959,.an amount which is equal 
to the tax so withheld from such items. 

(b) Amounts not to be released . The 
provisions of this section do not apply 
to excess tax withheld at source which 
has been paid by the withholding agent 
to the Director, International Operations 
Division. 

(c) Statutory rate. As used in this 
section, the term “statutory rate” means 
the rate prescribed by chapter 3 (relat¬ 
ing to the withholding of tax on non¬ 
resident aliens and foreign corporations 
and tax-free covenant bonds) of the In¬ 
ternal Revenue Code of 1954 as though 
the convention had not come into effect. 

§ 504.309 Information to be furnished 
in ordinary course. 

For provisions relating to the exchange 
of information under Article XV of the 
convention, see § 1.1461-2( d) of the In¬ 
come Tax Regulations (26 CFR 1.1461-2 

(d)). 

§ 504.310 Application of the convention 
to fiscal years. 

Since the convention is effective for 
taxable years beginning on or after Jan¬ 
uary 1,1959, the fact tha!. the exemption 
from, or reduction in the rate of, with¬ 
holding of United States tax at source 
authorized by this Treasury decision is 
made effective beginning January 1.1959, 
is not a determination in itself that the 
item of income concerned is entitled to 
the benefit of the exemption from, or 
reduced rate of. United States tax 
granted by the convention. 

Because it is necessary to bring into 
effect at the earliest practicable date the 
rules of this Treasury decision respect¬ 
ing release of excess tax withheld, and 
exemption from, or reduction in rate of, 
withholding of tax. it is hereby found 
that it is impracticable to issue this 
Treasury decision with notice and public 
procedure thereon under section 4(a) of 
the Administrative Procedure Act, ap¬ 
proved June 11, 1946, or subject to the 
effective date limitation of section 4(c) 
of that Act. 

(seal] Dana Latham, 

Commissioner of Internal Revenue. 

Approved: December 29,1959. 

David A. Lindsay, 

Acting Secretary of the Treasury . 

[P.R. Doc. 59-11168; Piled. Dec. 30, 1959; 

8:48 ajn.j 
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PART 507—UNITED KINGDOM 

Subpart—United Kingdom Colonies 

Release of excess tax withheld and ex¬ 
emption from, or reduction in rate of, 
withholding of tax at source in the case 
of residents of certain United Kingdom 
Colonics and of corporations of certain 
United Kingdom Colonies, severally, as 
affected by the extension to such Colo¬ 
nies of the income tax convention of 
April 16,1945, between the United States 
and the United Kingdom. 
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Sec. 
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507.502 Dividends. 

507.503 Dividends received by addressee 

not actual owner. 

507.504 Interest paid by Territory corpora¬ 

tion. 

507.505 Interest derived from United States 

sources paid to resident of the 
Federation of Rhodesia and 
Nyasaland. 

507.506 Patent and copyright royalties and 

film rentals. 

507.507 Real property rentals and natural 

resource royalties. 

507.508 Pensions and life annuities. 

507.509 Beneficiaries of a domestic estate 

or trust. 

507.510 Release of excess tax withheld at 

source. 

507.511 Information to be furnished In or¬ 

dinary course. 

Authority: 55 507.501 to 507.511 Issued 
under sec. 7805. 68A Stat. 917; 26 U.S.C. 7805. 


§ 507.501 Introductory. 

(a) Pertinent provisions. The income 
tax convention of April 16. 1945, be¬ 
tween the United States and the United 
Kingdom of Great Britain and Northern 
Ireland, as supplemented by the protocol 
of June 6. 1946, and that of August 19, 
1957, between such Governments, was. 
as proclaimed by the President of the 
United States on October 24, 1958, ex¬ 
tended to the following Territories of 
the United Kingdom: 


Aden. 

Antigua. 

Barbados. 

British Honduras. 
Cyprus. 

Dominica. 

Falkland Islands. 
Gambia. 

Grenada. 

Jamaica. 
Montserrat. 
Nigeria, Federation 
of. 


Rhodesia and Nyasa¬ 
land. Federation 
of. 

St. Christopher, Nev¬ 
is. and Anguilla. 

Bt. Lucia. 

St. Vincent. 

Seychelles. 

Sierra Leone. 

Trinidad and To¬ 
bago. 

Virgin Islands. 


The convention as so extended to such 
respective Territories, hereinafter re¬ 
ferred to as the convention, provides in 
part as follows, effective on or after 
January 1, 1959. References in the 
convention to the United Kingdom or to 
one of the other Contracting States, as 
the case may be, shall be construed to 
refer to each of such United Kingdom 
Territories, severally, except in the case 
of Article VII. The exemption under 
Article VTI has been extended only to 
the Federation of Rhodesia and Nyasa¬ 
land. 

Article I 


(1) The taxes which are the subject of the 
present Convention are: 

(a) In the United States of America: The 
Federal income taxes, including surtaxes 
and excess profits taxes (hereinafter re¬ 
ferred to as United States tax). 

(b) In the United Kingdom of Great 
Britain and Northern Ireland: The Income 
tax (including surtax), the excess profits 
tax and the national defense contribution 
(hereinafter referred to as United Kingdom 
tax). 

(2) The present Convention shall also ap¬ 
ply to any other taxes of a substantially 
similar character imposed by either Con¬ 
tracting Party subsequently to the date of 
signature of the present Convention or by 
the government of any territory to which 
the present Convention is extended under 
Article XXII. 


Article II 

(I) In the present Convention, unless the 
context otherwise requires: 

(a) The term "United States" means the 
United States of America, and when used in 
a geographical sense means the States, the 
Territories of Alaska and of Hawaii, and the 
District of Columbia. 

(b) The term "United Kingdom" means 
Great Britain and Northern Ireland, exclud¬ 
ing the Channel Islands, and the Isle of 
Man. 

(c) The terms "territory of one of the 
Contracting Parties" and "territory of the 
other Contracting Party" mean the United 
States or the United Kingdom as the con¬ 
text requires. 

(d) The term "United States corporation" 
means a corporation, association or other 
like entity created or organized in or under 
the laws of the United States. 

(e) The term "United Kingdom corpora¬ 
tion" means any kind of Juridlcial person 
created under the laws of the United 
Kingdom. 

(f) The terms "corporation of one Con¬ 
tracting Party" and "corporation of the 
other Contracting Party" mean a United 
States corporation or a United Kingdom 
corporation as the context requires. 

(g) The term "resident of the United 
Kingdom" means any person (other than a 
citizen of the United States or a United 
States corporation) who is resident in the 
United Kingdom for the purposes of United 
Kingdom tax and not resident in the United 
States for the purposes of United States tax. 
A corporation is to be regarded as resident in 
the United Kingdom If its business is man¬ 
aged and controlled In the United Kingdom. 

(h) The term "resident of the United 
States" means any Individual who is resident 
In the United States for the purposes of 
United States tax and not resident In the 
United Kingdom for the purposes of United 
Kingdom tax. and any United States corpora¬ 
tion and any partnership created or organ¬ 
ized In or under the laws of the United 
States, being a corporation or partnership 
which is not resident in the United Kingdom 
for the purposes of United Kingdom tax. 

(i) The term "United Kingdom enter¬ 
prise" means an industrial or commercial 
enterprise or undertaking carried on by a 
resident of the United Kingdom. 

(J) The term "United States enterprise" 
means an industrial or commercial enter¬ 
prise or undertaking carried on by a resident 
of the United States. 

(k) The terms "enterprise of the Con¬ 
tracting Parties" and "enterprise of the 
other Contracting Party" mean a United 
States enterprise or a United Kingdom enter¬ 
prise, as the context requires. 

(l) The term "permanent establishment" 
when used with respect to an enterprise of 
one of the Contracting Parties means a 
branch, management, factory or other fixed 
place of business, but does not include an 
agency unless the agent has, and habitually 
exercises, a general authority to negotiate and 
conclude contracts on behalf of such enter¬ 
prise or has a stock of merchandise from 
which he regularly fills orders on its behalf. 
An enterprise of one of the Contracting 
Parties shall not be deemed to have a 
permanent establishment in the territory 
of the other Contracting Party merely be¬ 
cause it carries on business dealings in the 
territory of such other Contracting Party 
through a bona fide commission agent, broker 
or custodian acting in the ordinary course of 
his business as such. The fact that an enter¬ 
prise of one of the Contracting Parties main¬ 
tains in the territory of the other Contracting 
Party a fixed place of business exclusively 
for the purchase of goods or merchandise 
shall not of itself constitute such fixed place 
of business a permanent establishment of 
such enterprise. The fact that a corporation 


of one Contracting Party has a subsidiary 
corporation which Is a corporation of the 
other Contracting Party or which is engaged 
in trade or business in the territory of such 
other Contracting Party (whether through 
a permanent establishment or otherwise) 
shall not of Itself constitute that subsidiary 
corporation a permanent establishment of its 
parent corporation. 

(2) For the purposes of Articles VI, VII. 
VIII, IX and XIV a resident of the United 
Kingdom shall not be deemed to be en¬ 
gaged in trade or business in the United 
States in any taxable year unless such resi¬ 
dent has a permanent establishment situated 
therein In such taxable year. The same 
principle shall be applied, mutatis mutandis, 
by the United Kingdom in the case of a 
resident of the United States. 

(3) In the application of the provisions 
of the present Convention by one of the 
Contracting Parties any term not otherwise 
defined shall, unless the context otherwise 
requires, have the meaning which it has 
under the laws of that Contracting Party re¬ 
lating to the taxes which are the BUbJect 
of the present Convention. 

• • • * • 

Article VI 

(1) The rate of United States tax on divi¬ 
dends derived from a United- States corpora¬ 
tion by a resident of the United Kingdom 
who is subject to United Kingdom tax on 
such dividends and not engaged In trade 
or business in the United States shall not 
exceed 15 percent: Provided that such rate 
of tax shall not exceed five percent If such 
resident Is a corporation controlling, directly 
or indirectly, at least 95 percent of the entire 
voting power in the corporation paying the 
dividend, and not more than 25 percent of 
the gross income of such paying corporation 
Is derived from interest and dividends, other 
than interest and dividends received from its 
own subsidiary corporations. Such reduction 
of the rate to five percent shall not apply 
if the relationship of the two corporations 
has been arranged or is maintained primarily 
with the intention of securing such reduced 
rate. 

(2) Dividends derived from sources within 
the United Kingdom by an individual who 
is (a) a resident of the United States, (b) 
subject to United States tax with respect 
to such dividends, and (c) not engaged in 
trade or business in the United Kingdom, 
shall be exempt from United Kingdom 
Burtax. 

(3) Either of the Contracting Parties may 
terminate this Article by giving written 
notice of termination to the other Contract¬ 
ing Party, through diplomatic channels, on 
or before the thirtieth day of June in any 
year after the year 1945. and In such event 
paragraph (1) hereof shall cease to be 
effective as to United States tax on and 
after the first day of January, and paragraph 
(2) hereof shall cease to be effective as to 
United Kingdom tax on and after the 6th 
day of April, in the year next following that 
in which such notice Is given. 

Article VII 

(1) Interest (on bonds, securities, notes, 
debentures, or on any other form of indebted¬ 
ness) derived from sources within the United 
States by a resident of the United Kingdom 
who is subject to United Kingdom tax on 
such interest and not engaged in trade or 
business in the Uqlted States, shall be 
exempt from United States tax; but such 
exemption shall not apply to such Interest 
paid by a United. States corporation to a 
corporation resident in the United Kingdom 
controlling, directly or indirectly, more than 
50 percent of the entire voting power in the 
paying corporation. 

(2) Interest (on bonds, securities, notes, 
debentures, or on any other form of indebt¬ 
edness) derived from sources within the 
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United Kingdom by a resident of the United 
States who is subject to United States 
tax on such Interest and not engaged in 
trade or business In the United Kingdom, 
shall be exempt from United Kingdom tax; 
but such exemption shall not apply to such 
interest paid by a corporation resident In 
the United Kingdom to a United States 
corporation controlling, directly or Indirectly, 
more than 50 percent of the entire voting 
power in the paying corporation. 

Article VIII 

(1) Royalties and other amounts paid as 
consideration for the use of, or for the privi¬ 
lege of using, copyrights, patents, designs, 
secret processes and formulae, trade marks 
and other like property, and derived from 
sources within the United States by a resi¬ 
dent of the United Kingdom who is subject 
to United Kingdom tax on such royalties or 
other amounts shall be exempt from United 
States tax (a) If such resident is not engaged 
in trade or business in the United States 
through a permanent establishment situated 
therein or (b) if such resident is so engaged, 
the royalties or other amounts are not di¬ 
rectly associated with the business carried 
on through that permanent establishment. 

• • • • • 
Article IX 

(1) The rate of United States tax on roy¬ 
alties in respect of the operation of mines 
or quarries or of other extraction of natural 
resources, and on rentals from real property 
or from an interest in such poperty. derived 
from sources within the United States by a 
resident of the United Kingdom who is sub¬ 
ject to United Kingdom tax with respect to 
such royalties or rentals and not engaged in 
trade or business in the United States, shall 
not exceed 15 percent: Provided that any 
such resident may elect for any taxable year 
to be subject to United States tax as if such 
resident were engaged in trade or business 
in the United States. 

(2) Royalties In respect of the operation 
of mines or quarries or of “other extraction 
of natural resources, and rentals from real 
property or from an interest in such prop¬ 
erty, derived from sources within the United 
Kingdom by an individual who is (a) a 
resident of the United States, (b) subject to 
United States tax with respect to such royal¬ 
ties and rentals, and (c) not engaged in 
trade or business in the United Kingdom, 
shall be exempt from United Kingdom surtax. 

Article X 

(1) Any salary, wage, similar remunera¬ 
tion, or pension, paid by the Government of 
the United States to an individual (other 
than a British subject who is not also a 
citizen of the United States) in respect of 
services rendered to the United States in 
the discharge of governmental functions, 
shall be exempt from United Kingdom tax. 

(2) Any salary, wage, similar remunera¬ 
tion, or pension, paid by the Government of 
the United Kingdom to an individual (other 
than a citizen of the United States who is 
not also a British subject) in respect of 
services rendered to the United Kingdom in 
the discharge of governmental functions, 
shall be exempt from United States ta*. 

(3) The provisions of this Article shall not 
apply to payments In respect of services ren¬ 
dered in connection with any trade or busi¬ 
ness carried on by either of the Contracting 
Parties for purposes of profit. 

* • • • • 
Article XII 

(1) Any pension (other than a pension to 
which Article X applies), and any life an¬ 
nuity, derived from sources within the 
United States by an individual who is a 
resident of the United Kingdom shall be ex¬ 
empt from United States tax. 


(2) Any pension (other than a pension to 
which Article X applies), and any life an¬ 
nuity, derived from sources within the 
United Kingdom by an individual who is a 
resident of the Uhitcd States shall be ex¬ 
empt from United Kingdom tax. 

(3) The term "life annuity" means a 
stated sum payable periodically at stated 
times, during life or during a specified or 
ascertainable period of time, under an obli¬ 
gation to make the payments in considera¬ 
tion of money paid. 

• * • • • 
Article XV 

Dividends and interest paid on or after 
the first day of January 1945 by a United 
Kingdom corporation shall be exempt from 
United States tax except where the recipient 
is a citizen of or a resident of the United 
States or a United States corporation. 


Article XX 

(1) The taxation authorities of the Con¬ 
tracting Parties shall exchange such infor¬ 
mation (being information available under 
the respective taxation laws of the Contract¬ 
ing Parties) as is necessary for carrying out 
the provisions of the present Convention or 
for the prevention of fraud or the adminis¬ 
tration of statutory provisions against legal 
avoidance in relation to the taxes which are 
the subject of the present Convention. Any 
information so exchanged shall be treated as 
secret and shall not be disclosed to any 
person other than those concerned with the 
assessment and collection of the taxes which 
are the subject of the present Convention. 
No Information shall be exchanged which 
would disclose any trade secret or trade 
process. 

(2) As used in this Article, the term "tax¬ 
ation authorities" means, in the case of the 
United States, the Commissioner of Internal 
Revenue or his authorized representative; 
in the case of the United Kingdom, the Com¬ 
missioners of Inland Revenue or their au¬ 
thorized representative; and, in the case of 
any territory to which the present Conven¬ 
tion is extended under Article XXII, the 
competent authority for the administration 
in such territory of the taxes to which the 
present Convention applies. 

• * • • • 
Article XXIII 

(1) The present Convention shall be rati¬ 
fied and the instruments of ratification shall 
be exchanged at Washington as soon as 
possible. 

(2) Upon exchange of ratifications, the 
present Convention shall have effect— 

(a) as respects United States tax. for the 
taxable years beginning on or after the first 
day of January 1945: 

(b) (i) as respects United Kingdom Income 
tax. for the year of assessment beginning on 
the 6th day of April 1945 and subsequent 
years; (ii) as respects United Kingdom sur¬ 
tax, for the year of assessment beginning on 
the 6th day of April 1944 and subsequent 
years; and <ill) as respects United Kingdom 
excess profits tax and national defense con¬ 
tribution, for any chargeable accounting pe¬ 
riod beginning on or after the first day of 
April 1945 and for the unexpired portion of 
any chargeable accounting period current at 
that date. 

Article XXIV 

(1) The present Convention shall con¬ 
tinue in effect indefinitely but either of the 
Contracting Parties may, on or before the 
30th day of June in any year after the year 
1946. give to the other Contracting Party, 
through diplomatic channels, notice of ter¬ 
mination and, in such event, the present 
Convention shall cease to be effective— 

(a) as respects United States tax. for the 
taxable years beginning on or after the first 


day of January In the year next following 
that in which such notice is given; 

(b) (i) as respects United Kingdom income 
tax. for any year of assessment beginning on 
or after the 6th day of April in the year next 
following that in which such notice is given; 
(ii) as respects United Kingdom surtax, for 
any year of assessment beginnlng.on or after 
the 6th day of April in the year in which such 
notice is given; and (ill) as respects United 
Kingdom excess profits tax and national de¬ 
fence contribution, for any chargeable ac¬ 
counting period beginning on or after the 
first day of April In the year next following 
that in which such notice is given and for the 
unexpired portion of any chargeable account¬ 
ing period current at that date. 

(2) The termination of the present Con¬ 
vention or of any Article thereof shall not 
have the effect of reviving any treaty or 
arrangement abrogated by the present Con¬ 
vention or by treaties previously concluded 
between the Contracting Parties. 

• • • • • 

(b) Meaning of terms —(1) In general , 
As used in §§ 507.501 to 507.511, any 
term defined in the convention shall have 
the meaning so assigned to it; any term 
not so defined shall, unless the context 
otherwise requires, have the meaning 
which such term has under the internal 
revenue laws of the United States. 

(2) Geographical scope. Because of 
the number of geographical areas falling 
within the scope of this Treasury decision 
and the several items of income affected, 
this Treasury decision in terms applies to 
a Territory generically, without further 
specification. With respect to each 
specific item of income, rules are stated 
as applying to the Territory and such 
rules are to be given application to the 
other Territories, severally. The list of 
Territories set forth above is deemed to 
define in a geographical sense, each of 
such Territories. 

§ 507.502 Dividends; general rule, 

(a) Paid by a Territory corporation. 
Dividends paid on or after January 1, 
1959, by a Territory corporation which 
is not a United States corporation, are 
exempt from United States tax under the 
provisions of Article XV of the conven¬ 
tion if the recipient is a nonresident alien 
or a foreign corporation. Dividends so 
paid are not subject to the withholding of 
United States tax at source. 

(b) Derived from domestic corpora¬ 
tion —(1) Rate of 15 percent. The rate 
of United States tax upon dividends 
(other than dividends falling within the 
scope of paragraph (c)(1) of this sec¬ 
tion) derived from a domestic corpora¬ 
tion on or after January 1, 1959, by a 
nonresident alien individual who is a 
resident of the Territory or by a foreign 
corporation (whether or not organized 
under the laws of the Territory) which 
is managed and controlled in the Terri¬ 
tory shall not exceed 15 percent under 
the provisions of Article VI of the con¬ 
vention if such alien or corporation— 

(1) Is subject to Territory tax on such 
dividends, and 

(ii) At no time during the taxable year 
in which such dividends are derived has 
engaged in trade or business within the 
United States through a permanent es¬ 
tablishment situated therein. 

(2) Personal services. If a nonresi¬ 
dent alien individual who is a resident of 
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the Territory performs personal services 
within the United States during the tax¬ 
able year, but has at no time during such 
year a permanent establishment in the 
United States, he is (if subject to Terri¬ 
tory tax on the dividend) entitled to the 
reduced rate of tax prescribed by sub- 
paragraph (1) of this paragraph, even 
though under the provisions of section 
871(c) of the Internal Revenue Code of 
1954 he has engaged in trade or business 
within the United States during such 
year by reason of his having performed 
personal services therein. The fact that 
the payee of the dividend is, owing to 
the application of reliefs, or exemptions 
under Territory revenue laws, not re¬ 
quired to pay Territory tax on such div¬ 
idend does not prevent the application 
of the reduction of the rate of Territory 
tax with respect to such dividend. If 
the dividend would have been subject to 
Territory tax had the payee thereof de¬ 
rived sufficiently large an income to re¬ 
quire payment of tax, then liability to 
Territory tax exists for the purposes of 
the reduction in the rate of United States 
tax. As to what constitutes a perma¬ 
nent establishment, see Article II(1)(1) 
of the convention. 

(c) Dividends paid by a related cor¬ 
poration —(1) Rate of 5 percent. Under 
the proviso of Article VI (1) of the con¬ 
vention, dividends paid by a domestic 
corporation on or after January 1, 1959, 
to a Territory corporation which con¬ 
trols, directly or indirectly, at the time 
the dividend is paid 95 percent or more 
of the entire voting power in such do¬ 
mestic corporation, are subject to tax at 
the rate of only 5 percent, if (i) not more 
than 25 percent of the gross income of 
the domestic corporation paying the 
dividend for the three-year period im¬ 
mediately preceding the taxable year in 
which the dividend is paid consists of 
dividends and interest (other than divi¬ 
dends and interest paid to such do¬ 
mestic corporation by its own subsidiary 
corporation, if any), (ii) the relation¬ 
ship between such domestic corporation 
and such foreign corporation has 
not been arranged or maintained pri¬ 
marily with the intention of securing 
such reduced rate of 5 percent, and (iii) 
the Territory corporation at no time dur¬ 
ing the taxable year in which such divi¬ 
dends are derived has engaged in trade 
or business within the United States 
through a permanent establishment sit¬ 
uated therein. 

(2) Information to be filed with the 
Commissioner . Any domestic corpora¬ 
tion which claims or contemplates claim¬ 
ing that dividends paid or to be paid by 
it on or after January 1,1959, are subject 
only to a rate of United States tax not in 
excess of 5 percent shall, as soon as prac¬ 
ticable, file with the Commissioner of In¬ 
ternal Revenue the following informa¬ 
tion: 

(i) The date and place of its organiza¬ 
tion; 

(ii) The number of outstanding 
shares of stock of the domestic corpora¬ 
tion having voting power and the voting 
power thereof; 

(iii) The person or persons benefi¬ 
cially .owning such stock of the domestic 
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corporation and their relationship to the 
Territory corporation; 

(iv) The amounts by years (for the 
three-year period immediately preceding 
the taxable year in which the dividend 
is paid) of the gross income of the do¬ 
mestic corporation from its own sub¬ 
sidiary corporation, if any; and 

(v) The relationship between the do¬ 
mestic corporation and the Territory 
corporation deriving the dividend. 

(3) Notification by Commissioner . As 
soon as practicable after such informa¬ 
tion is filed, the Commissioner of Inter¬ 
nal Revenue will determine whether the 
dividends concerned fall within the scope 
of the proviso of Article VI (1) of the 
convention and will notify the domestic 
corporation of hte determination. If the 
dividends fall within the scope of the 
proviso, this notification may also au¬ 
thorize the release, pursuant to § 507.510, 
of excess tax withheld from the dividends 
concerned. 

(d) Effect on withholding of address 
in Territory . For the purposes of with¬ 
holding of the tax in the case of 
dividends, every nonresident alien (in¬ 
cluding a nonresident alien individual, 
fiduciary, or partnership) whose address 
is in the Territory shall be deemed by 
United States withholding agents to be 
a resident of the Territory, subject to 
Territory tax and not engaged in trade 
or business within the United States 
through a permanent establishment sit¬ 
uated therein, and every corporation 
whose address is in the Territory shall 
be deemed by such withholding agents to 
be a foreign corporation managed and 
controlled in the Territory, subject to 
Territory tax, and not engaged in trade 
or business within the United States 
through a permanent establishment sit¬ 
uated therein. 

(e) Withholding of United States tax 
from dividends —(1) Rate of 15 percent . 
Withholding at the source, as required 
under the internal revenue laws, in the 
case of dividends (other than dividends 
falling within the scope of subparagraph 

(2) of this paragraph) derived from a 
domestic corporation by nonresident 
aliens (including a nonresident alien in¬ 
dividual. fiduciary, and partnership) and 
by foreign corporations, whose addresses 
of record on the books of such domestic 
corporation are in the Territory, shall be 
at the rate of 15 percent In every case 
except that in which, prior to the date of 
payment of such dividends, the Commis¬ 
sioner of Internal Revenue has notified 
the withholding agent that the reduced 
rate of withholding shall not apply. This 
provision is based upon the assumption 
that the payee of the dividend is the 
actual owner of the capital stock from 
which the dividend is derived. As to 
action by a recipient who is not the 
owner of the dividend, see § 507.503. 

(2) Rate of 5 percent . If. in accord¬ 
ance with paragraph (c) (3) of this 
section, the Commissioner of Internal 
Revenue has notified the domestic cor¬ 
poration that the dividends fall within 
the scope of the proviso of Article VI (1) 
of the convention, the reduced withhold¬ 
ing rate of 5 percent, to the extent with¬ 
holding of United States tax is required. 


shall apply to any dividends subsequently 
paid by such corporation and derived by 
the Territory corporation, unless the 
stock ownership of the domestic corpo¬ 
ration, or the character of its income, 
materially changes; or unless the Com¬ 
missioner determines that the rela¬ 
tionship between the tw r o corporations 
concerned is being maintained primarily 
with the intention of securing the re¬ 
duced rate of tax. If such change in 
stock ownership or character of income 
occurs, the domestic corporation shall 
promptly notify the Commissioner of the 
then existing facts with respect thereto. 
The continued application of the rate 
not in excess of 5 percent is also depend¬ 
ent upon the continued fulfillment of 
paragraph (c) (1) (iii) of this section. 

(3) Evidence of tax withheld . The 
rate at which United States tax has been 
withheld from any dividend paid at any 
time after the expiration of the thirtieth 
day after the date on which this Treas- 
uary decision is published in the Federal 
Register to any person whose address 
is in the Territory at the time the divi¬ 
dend is paid shall be shown either in 
writing or by appropriate stamp on the 
check, draft, or other evidence of pay¬ 
ment, or on an accompanying statement. 

§ 507.503 Dividends received by ad¬ 
dressee not actual owner. 

. (a) Additional tax to be withheld —<1) 
Nominee or representative .' The recip¬ 
ient in the Territory of any dividend 
from which United States tax at the re¬ 
duced rate of 15 percent has been with¬ 
held at source pursuant to § 507.502(e) 
(1), who is a nominee or representative 
through whom the dividend is received 
by a person other than one described in 
§ 507.502(b) as being entitled to the re¬ 
duced rate, shall withhold an additional 
amount of United States tax equivalent 
to the United States tax which would 
have been withheld if the convention had 
not been in effect (30 percent as of the 
date of approval of §§ 507.501 to 507.511 
minus the 15 percent which has been 
withheld at the source. 

(2) Fiduciary or partnership. If a 
fiduciary or a partnership with an ad¬ 
dress in the Territory receives, otherwise 
than as a nominee or representative, a 
dividend from which United States tax 
at the reduced rate of 15 percent has 
been withheld at source pursuant to 
§ 507.502(e) (1), such fiduciary or part¬ 
nership shall withhold an additional 
amount of United States tax from the 
portion of the dividend included in the 
gross income from sources within the 
United States of any beneficiary or part¬ 
ner, as the case may be, who is not 
entitled to the reduced rate of tax 
in accordance with § 507.502(b). The 
amount of the additional tax is to be 
calculated in the same manner as under 
subparagraph (1) of this paragraph. 

(3) Released amounts of tax. If any 
amount of United States tax is released 
pursuant to § 507.510 by the withholding 
agent in the United States with respect 
to a dividend paid to such a person 
(nominee, representative, fiduciary, or 
partnership) with an address in the 
Territory, the latter shall withhold from 
such released amount any additional 
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amount of United States tax. otherwise 
required to be withheld from the divi¬ 
dend by the provisions of subparagraphs 
<1> and (2) of this paragraph, in the 
same manner as if at the time of pay¬ 
ment of the dividend United States tax 
at the rate of only 15 percent had been 
withheld at source therefrom. 

(b) Returns filed by Territory with- 
holding agents . The amounts withheld 
pursuant to paragraph (a) of this sec¬ 
tion by any withholding agent in the 
Territory shall be deposited, without con¬ 
verting the amounts into United States 
dollars, with the chief tax collecting 
official of the Territory on or before the 
15th day after the close of the quarter 
of the calendar year in which the with¬ 
holding in the Territory occurs. The 
withholding agent making the deposit 
shall render therewith such appropriate 
Territory form as may be prescribed by 
the Commissioner of Taxes. The 
amounts so deposited should be remitted 
by the chief tax collecting official by 
draft in United States dollars to the Di¬ 
rector. International Operations Divi¬ 
sion, Internal Revenue Service, Wash¬ 
ington 25. D.C., U.S.A., on or before the 
end of the calendar month in which the 
deposit is made, and the remittance 
should be accompanied by such Terri¬ 
tory form as may be required to be ren¬ 
dered by the withholding agent in the 
Territory in connection with the deposit. 

(c) Application to Territories gener¬ 
ally. The provisions of §§ 507.502 and 
507.503 (relating to dividends), made 
specifically applicable to the Territory 
for the reasons set forth in $ 507.501 
(b) (2). are hereby made equally appli¬ 
cable to each, severally, of the Territories 
enumerated in 5 507.501(a). For that 
purpose, any reference to the Territory 
made in § 507.502 or § 507.503 shall be 
deemed to be a reference to each of such 
Territories, severally. Thus, where the 
address of a stockholder of record of a 
domestic corporation is. for example, in 
Jamaica, withholding of the tax from 
any dividend paid by such corporation, 
or the paying agent, to such stockholder 
shall be governed by the provisions of 
§§ 507.502 and 507.503, §5 507.501 to 
507.511 as though the term “Jamaica’* 
had been employed in such sections in¬ 
stead of the term “the Territory.” 

§ 507.501 Interest paid by Territory 
corporation. 

Interest paid on or after January 1, 
1959, by a Territory corporation is ex¬ 
empt from United States tax under the 
provisions of Article XV of the conven¬ 
tion. as extended to the Territory, if the 
recipient is not a citizen, resident, or 
corporation of the United States. In¬ 
terest so paid is not subject to the with¬ 
holding of United States tax at the 
source. 

§ 507.505 Interest derived front United 
States sources paid to resident of the 
Federation of Ithodesia and Nyasa- 
land. 

(a) Interest paid to resident of the 
Federation of Rhodesia and Nyasaland. 
Interest (other than interest falling 
t . he sc °Pe of paragraph (b) of 
this section) on bonds, securities, notes, 
debentures, or any other form of indebt¬ 


edness, including interest on obligations 
of the United States or instrumentalities 
of the United States, received in any tax¬ 
able year beginning on or after Jan¬ 
uary 1. 1959, from sources within the 
United States by (1) a nonresident alien 
(including a nonresident alien individ¬ 
ual, fiduciary, and partnership) who is 
a resident of the Federation of Rhodesia 
and Nyasaland or (2) a foreign corpora¬ 
tion (whether or not organized under the 
laws of the Federation). which is man¬ 
aged and controlled in the Federation, 
is exempt from United States tax under 
the provisions of Article VII of the con¬ 
vention if such alien or corporation— 

(i) Is subject to Federation tax on 
such interest, and 

(ii) At no time during the taxable 
year in which such interest was so de¬ 
rived was engaged in trade or business 
within the United States through a per¬ 
manent establishment situated therein. 

Such interest is, therefore, not subject 
to the withholding provisions of the In¬ 
ternal Revenue Code. This paragraph 
does not apply to the interest which is 
exempt from United States tax in accord¬ 
ance with § 507.504. 

(b) Exemption not applicable to in¬ 
terest paid by related corporation to the 
parent corporation. Article VII(l) of 
the convention provides in part that the 
exemption from United States tax of 
interest paid to residents of the Federa¬ 
tion shall not apply to interest paid by 
a domestic corporation to a foreign cor¬ 
poration managed and controlled in the 
Federation if such foreign corporation 
controls, directly or indirectly, more than 
50 percent of the voting power of all 
classes of stock of such domestic corpo¬ 
ration. The exemption provisions of 
Article VII(l) of the convention have, 
therefore, no application to such interest. 
In any case in which (l)a foreign corpo¬ 
ration managed and controlled in the 
Federation derives interest from a do¬ 
mestic corporation and (2) the relation¬ 
ship existing between the foreign corpo¬ 
ration and the domestic corporation is 
such as to render uncertain whether the 
exemption applies to such interest, a 
statement of the facts should be filed 
with the Commissioner of Internal Reve¬ 
nue, Washington 25. D.C. As soon as 
practicable after such statement is filed 
the Commissioner of Internal Revenue 
will determine whether the interest in¬ 
volved is entitled to exemption under 
the provisions of Article VTI(l) of the 
convention, and will notify such foreign 
corporation whether the exemption pro¬ 
vided in Article VII (1) of the convention 
applies to such case. If, in such case, 
the Commissioner of Internal Revenue 
determines that such exemption applies, 
a copy of the letter from the Commis¬ 
sioner of Internal Revenue shall be filed 
forthwith with the domestic corporation. 

(c) Exemption from withholding of 
United States tax —(1) Coupon bond in¬ 
terest —(i) Form to use. To avoid with¬ 
holding of United States tax at the source 
on or after the effective date, in the case 
of coupon bond interest, the nonresident 
alien who is a resident of the Federation 
or the foreign corporation managed and 
controlled in the Federation or other 
entity shall for each issue of bonds file 


Form 1001-UK in duplicate when pre¬ 
senting the interest coupons for pay¬ 
ment. This form shall be signed by the 
owner of the interest, trustee, or agent, 
and shall show the information required 
by § 1.1461-l(d) of the Income Tax Reg¬ 
ulations (26 CFR 1.1461-l(d)). The 
form shall contain a statement that the 
owner is a resident of the Federation or is 
a foreign corporation managed and con¬ 
trolled in the Federation, that the owner 
has no permanent establishment in the 
United States, and that the owner is 
chargeable to the Federation tax with 
respect to the income. 

(ii) Exemption applicable only to 
owner. The exemption from United 
States tax contemplated by Article VII 
of the convention, insofar as it concerns 
coupon bond interest, is an exemption 
applicable only to the owner of such 
interest. The person presenting such 
coupon or on whose behalf it is pre¬ 
sented shall, for the purpose of the ex¬ 
emption from United States tax, be 
deemed to be the owner of the interest 
only if he is, at the time the coupon is 
presented for payment, the owner of the 
bond from which the coupon has been 
detached. If the person presenting the 
coupon is not the owner of the bond. 
Form 1001, and not Form 1001-UK shall 
be executed. 

(iii) Disposition of form. The original 
and duplicate of Form 1001-UK shall be 
forwarded to the Director, International 
Operations, Internal Revenue Service, 
Washington 25, D.C., in accordance with 
§ 1.1461-2(b) (2) of the Income Tax 
Regulations (26 CFR 1.1461-2(b) (2)). 

(2) Interest on noncoupon bonds —(i) 
Notification by letter. To avoid with¬ 
holding of United States tax at source 
in the case of interest (other than in¬ 
terest payable by means of coupon) to 
which paragraph (a) of this section ap¬ 
plies, the nonresident alien who is a 
resident of the Federation, or a foreign 
corporation managed and controlled in 
the Federation, shall notify the with¬ 
holding agent by letter, in duplicate, that 
the interest is exempt from United 
States tax under the provisions of Article 
VII of the convention. The letter of 
notification shall be signed by the owner 
of the interest, trustee, or agent and shall 
show the name and address of the obli¬ 
gor and the name and address of the 
owners of the interest. It shall contain 
a statement (a) that the owner is neither 
a citizen nor a resident of the United 
States but is a resident of the Federation 
or, in the case of a corporation, that the 
owner is a foreign corporation managed 
and controlled in the Federation; (b) 
that the owner has at no time during the 
taxable year engaged in trade or business 
within the United States through a per¬ 
manent establishment situated therein; 
and (c) that, in the case of interest paid 
by a domestic corporation to a foreign 
corporation, managed and controlled in 
the Federation, the owner does not con¬ 
trol, directly or indirectly, more than 50 
percent of the entire voting power of all 
classes of stock of the United States do¬ 
mestic corporation (for cases where the 
degree of stock ownership is uncertain, 
see paragraph (c) of this section); and 

(d) that the taxpayer is chargeable to 
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the Federation tax with respect to such 
interest. The degree of liability to Fed¬ 
eration tax sufficient to entitle the owner 
of the interest (including coupon bond 
interest) to exemption from withholding 
is the same as that with respect to divi¬ 
dends. (See § 507.502 (b)(2). 

(ii) Use of letter for release of tax. If 
the letter is also to be used as authoriza¬ 
tion for the release, pursuant to § 507.510 

(a) (5), of the excess tax withheld from 
interest, it shall also contain a state¬ 
ment (a) that, at the time when the 
interest was derived from which the ex¬ 
cess tax was withheld, the owner was 
neither a citizen nor a resident of the 
United States but was a resident of the 
Federation, or in the case of a corpora¬ 
tion, the owner was a foreign corporation 
managed and controlled in the Federa¬ 
tion; ( b ) that the owner at no time dur¬ 
ing the taxable year in which the interest 
was derived w r as engaged in trade or 
business within the United States 
through a permanent establishment situ¬ 
ated therein; and, (c) in the case of in¬ 
terest paid by a domestic corporation to 
a foreign corporation managed and con¬ 
trolled in the Federation, that the owner 
did not control, directly or indirectly, at 
the time when the interest w r as paid, 
more than 50 percent of the entire voting 
power of all classes of stock of the 
United States domestic corporation. 

(iii) Manner of filing letter . The let¬ 
ter of notification, which shall constitute 
authorization for the payment of in¬ 
terest without withholding of United 
States tax at source, shall be filed with 
the withholding agent for each succes¬ 
sive three-calendar-year period during 
which the interest is paid. For this pur¬ 
pose, the first period shall commence 
with the beginning of the calendar year 
in which the interest is first paid on or 
after January 1, 1959. Each letter filed 
with any withholding agent shall be filed 
not later than 20 days preceding the date 
of the first payment within each suc¬ 
cessive period or, if that is not possible 
because of special circumstances, as soon 
as possible after such first payment. 
Once a letter has been filed in respect 
of any three-calendar-year period, no 
additional letter need be filed in respect 
thereto unless the Commissioner of In¬ 
ternal Revenue notifies the withholding 
agent that an additional letter shall be 
filed by the taxpayer. If, after filing a 
letter of notification, the taxpayer 
ceases to be eligible for the exemption of 
United States tax granted by Article 
VTI(l) of the convention, he shall 
promptly notify the withholding agent 
by letter in duplicate. When any change 
occurs in the ownership of the interest 
as recorded on the books of the payor, 
the exemption from withholding of 
United States tax shall no longer apply 
unless the new owner of record is en¬ 
titled to, and does properly, file a letter 
of notification with the withholding 
agent. 

(iv) Disposition of letter . Each letter 
of notification, or a duplicate thereof, 
shall be immediately forwarded by the 
withholding agent to the Director, In¬ 
ternational Operations Division, Inter¬ 
nal Revenue Service. Washington 25, 
D.C. 


RULES AND REGULATIONS 

(d) Territories other than the Feder¬ 
ation of Rhodesia and Nyasaland. The 
provisions of Article VII of the conven¬ 
tion (relating to interest) have no ap¬ 
plication to any Territory other than 
the Federation of Rhodesia and Nyasa¬ 
land. Hence, interest from sources 
within the United States paid to a non¬ 
resident alien, who is a resident of any 
of the Territories (other than the Fed¬ 
eration) enumerated in 5 507.501(a), or 
a foreign corporation, a resident of any 
of such Territories, remains subject to 
United States tax imposed by the In¬ 
ternal Revenue Code of 1954 without 
reference to the convention. See Annex, 
in Modifications, Senate Executive C, 
85th Congress, 2d Session (9 UST 1462). 

§ 507.506 Patent and copyright royal¬ 
ties and film rentals. 

(a) Exemption from tax. Royalties 
and other like amounts received in any 
taxable year beginning on or after Jan¬ 
uary 1, 1959, from sources within the 
United States by (1) a nonresident alien 
(including a nonresident alien individual, 
fiduciary, and partnership) who is a resi¬ 
dent of the Territory, or (2) a foreign 
corporation (whether or not organized 
under the laws of the Territory) which 
is managed and controlled in the Ter¬ 
ritory. as consideration for the use of, 
or for the privilege of using, copyrights, 
patents, designs, secret processes and 
formulae, trademarks, and other like 
property are exempt from United States 
tax under the provisions of Article Vm 
of the convention if such alien or cor¬ 
poration (i) is subject to Territory tax 
on such royalties or other amounts, and 
(ii) at no time during the taxable year 
In which such royalties or other amounts 
were so received had a permanent estab¬ 
lishment within the United States or 
if such alien or corporation had a per¬ 
manent establishment within the United 
States, the royalties or other like 
amounts are not directly associated 
with the business carried on through the 
permanent establishment. Such items 
are not. therefore, subject to the with¬ 
holding provisions of the Internal Reve¬ 
nue Code. For the purposes of Article 
VHI of the convention and of this sec¬ 
tion the terms “royalties” and “royalties 
and other like amounts” include rentals 
for the use of, or for the right to use, 
motion picture films. As to what consti¬ 
tutes a permanent establishment, see 
Article 11(1) (Z) of the convention. 

(b) Exemption from withholding of 
United States tax —(1) Notification by 
letter . To avoid withholding at the 
source, in the case of income to which 
this section applies, the nonresident 
alien who is a resident of the Territory 
or the foreign corporation managed and 
controlled in the Territory shall notify 
the withholding agent by letter, in dupli¬ 
cate, that the income is exempt from 
the United States tax under the provi¬ 
sions of Article VHI of the convention. 

(2) Manner of filing letter . The pro¬ 
visions of 5507.505(c)(2) (other than 
those pertaining to the degree of con¬ 
trol of voting pow r er), relating to the 
execution, filing, effective period, and 
disposition of the letter of notification 


prescribed therein, including its use for 
the release of excess tax withheld, are 
equally applicable with respect to the 
income falling within the scope of this 
section. 

(c) Application to Territories gener¬ 
ally. The provisions of this section (re¬ 
lating to royalties and film rentals) 
made specifically applicable to the Ter¬ 
ritory for the reasons set forth in 
5 507.501(b) (2) are hereby made equally 
applicable to each, severally, of the Ter¬ 
ritories enumerated in § 507.501(a). For 
that purpose any reference to the Ter¬ 
ritory made in this section shall be 
deemed to be a reference to each of such 
Territories, severally. Thus, for ex¬ 
ample, where a nonresident alien, a resi¬ 
dent of Trinidad, is the licensor of a 
patent licensed for use in the United 
States, the provisions of this section shall 
be applicable as though the term “Trini¬ 
dad” had been employed in such section 
instead of the term “the Territory.” 

§ 507.507 Real properly rentals and nat¬ 
ural resource royalties. 

(a) Reduction in rate of tax. The 
rate of tax imposed by section 871(a) 
of the Internal Revenue Code of 1954 
(relating to nonresident alien individuals 
not engaged in trade or business within 
the United States) and by section 881(a) 
of the Code (relating to foreign corpora¬ 
tions not engaged in trade or business 
within the United States) is 30 percent. 
Such rate in the case of real property 
rentals and royalties in respect of the 
operation of natural resources received 
on or after January 1. 1959 from sources 
within the United States by a nonresi¬ 
dent alien (including a nonresident alien 
individual, fiduciary, and partnership) 
who is a resident of the Territory or a 
foreign corporation (whether or not or¬ 
ganized under the laws of the Territory) 
managed and controlled in the Territory 
is reduced to 15 percent under the pro¬ 
visions of Article IX of the convention 
if such alien or corporation is subject 
to Territory tax on such royalties or 
other amounts and at no time during 
the taxable year in which such rental 
or royalty or other amount was so re¬ 
ceived had a permanent establishment 
situated within the United States. As 
to what constitutes a permanent estab¬ 
lishment, see Article 11(1) (Z) of the 
convention. 

(b) Reduction in rate of withholding — 
(1) Notification by letter. In order to 
secure the benefit of the reduced rate 
of tax provided in Article.IX of the con¬ 
vention at the time the real property 
rental or natural resource royalty is paid, 
the nonresident alien who is a resident 
of the Territory or the foreign corpora¬ 
tion managed and controlled in the Ter¬ 
ritory shall notify the withholding agent 
by letter, in duplicate, that the income 
is subject only to the reduced rate of 
United States tax of 15 percent under 
the provisions of Article IX of the con¬ 
vention. Such letter shall be signed by 
the owner of the income, trustee, or 
agent, and shall show the name and ad¬ 
dress of the payor of the rental or nat¬ 
ural resource royalty or other like 
amount; the name and address of the 
owner of such income; that the owner 
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is a resident of the Territory or is a 
foreign corporation managed and con¬ 
trolled in the Territory; and that the 
owner has no permanent establishment 
in the United States and is chargeable 
to Territory tax with respect to such 
income. The degree of liability to Ter¬ 
ritory tax sufficient to entitle the payee 
of the income to the reduced rate of tax 
is the same as 'that w r ith respect to 
dividends. See § 507.502(b) (2). 

(2) Manner of filing letter. The pro¬ 
visions of § 507.505(c) (2), relating to the 
execution, filing, effective period, dis¬ 
position of the letter of notification pre¬ 
scribed therein, and its use for the release 
of excess tax withheld, are equally ap¬ 
plicable with respect to the income fall¬ 
ing within the scope of this section. 

(c) Application to Territories other 
than the Territory . The provisions of 
this section made specifically applicable 
to the Territory for the reason set forth 
in 5 507.501(b)(2) are hereby made 
equally applicable to each, severally, of 
the Territories enumerated in § 507.501 

(a). For that reason, any reference to 
the Territory made in this section shall 
be deemed to be a reference to each of 
such Territories, severally. Thus, where 
the recipient of real property rentals 
from sources in the United States is. for 
example, in Jamaica, withholding of the 
tax from such rentals shall be governed 
by the provisions of this section as 
though the term “Jamaica” had been 
employed in such section instead of the 
term “the Territory.” 

§ 307.508 Pensions and life annuities. 

(a) Exemption from tax. Article 
XII of the convention provides in part 
that pensions (other than pensions paid 
by the United States) and life annuities 
derived on or after January 1.1959, from 
sources within the United States by a 
nonresident alien individual who is a 
resident of the Territory shall be exempt 
from United States tax. 

(b) Exemption from withholding of— 
United States tax —(1) Notification by 
letter. To avoid withholding of United 
States tax at source in the case of the 
items of income to which this section 
applies, the nonresident alien individual 
who is a resident of the Territory shall 
notify the withholding agent by letter 
in duplicate that the income is exempt 
from United States tax under the pro¬ 
visions of Article XII of the convention. 
The letter of notification shall be signed 
by the owner of the income, shall" show 
the name and address of both the payor 
and the owner of the income, and shall 
contain a statement that the owner, an 
individual, is neither a citizen nor a 
resident of the United States but is a 
resident of the Territory. 

(2) Use of letter for release of tax. If 
the letter is also to be used as authoriza¬ 
tion for the release, pursuant to § 507.510 
(a) (5), of excess tax withheld from such 
items of income, it shall also contain a 
statement that the owner was, at the 
time when the income was derived from 
which the excess tax w T as withheld, 
neither a citizen nor a resident of the 
United States, but was a resident of the 
Territory. 

No. 254-5 


(3) Manner of filing letter. The letter 
of notification shall constitute author¬ 
ization for the payment of such items of 
income without withholding of United 
States tax at source unless the Commis¬ 
sioner of Internal Revenue subsequently 
notifies the withholding agent that the 
tax shall be withheld with respect to pay¬ 
ments of such items of income made after 
receipt of such notice. If, after filing a 
letter of notification, the owner of the 
income ceases to be eligible for the 
exemption from United States tax 
granted by the convention in respect to 
such income, he shall promptly notify 
the withholding agent by letter in dupli¬ 
cate. When any change occurs in the 
ownership of income as recorded on the 
books of the payor, the exemption from 
withholding of United States tax shall no 
longer apply unless the new owner of 
record is entitled to and docs properly file 
a letter of notification with the with¬ 
holding agent. 

(4) Disposition of letter. Each letter 
of notification, or the duplicate thereof, 
shall be immediately forwarded by the 
withholding agent to the Director, Inter¬ 
national Operations Division, Internal 
Revenue Service, Washington 25, D.C. 

(c) Application to Territories gener¬ 
ally. The provisions of this section (re¬ 
lating to pensions and life annuities), 
made specifically applicable to the Ter¬ 
ritory for the reasons set fortji in 
§ 507.501(b) (2) are hereby made equally 
applicable to each, severally, of the Ter¬ 
ritories enumerated in § 507.5.01(a). For 
that reason, any reference to the Terri¬ 
tory made in this section shall be deemed 
to be a reference to each of such Terri¬ 
tories. severally. Thus, where the recip¬ 
ient of a pension or life annuity from 
sources in the United States is, for exam¬ 
ple. in British Honduras, withholding of 
the tax from such rentals shall be gov¬ 
erned by the provisions of this section 
as though the term “British Honduras” 
had been employed in such section in¬ 
stead of the term “the Territory.” 

§ 507.509 Beneficiaries of a domestic 
estate or trust. 

(a) Entitled to benefits of convention. 
If he otherwise satisfies the requirements 
of the respective articles concerned, a 
nonresident alien who is a beneficiary of 
an estate or trust, and who is a resident 
of the Territory, shall be entitled to the 
exemption from, or reduction in the rate 
of. United States tax granted by Articles 
VI. vm, IX, and XV of the convention 
with respect to dividends, interest, royal¬ 
ties, natural resource royalties, and rent¬ 
als from real property to the extent that 
(1) any amount paid, credited, or re¬ 
quired to be distributed by such estate or 
trust to such beneficiary is deemed to 
consist of such items, and (2) such items 
would, without regard to the convention, 
be Includible in his gross income. With 
respect to a nonresident alien who is a 
resident of the Federation of Rhodesia 
and Nyasaland, this paragraph shall also 
apply to the exemption from tax pro¬ 
vided by Article VTI(l). 

(b) Withholding of United States tax. 
In order to be entitled in such instance 
to the exemption from, or reduction in 
rate of, withholding of United States 


tax, the beneficiary must otherwise sat¬ 
isfy such requirements and shall, where 
applicable, execute and submit to the 
fiduciary of the estate or trust in the 
United States the appropriate letter of 
notification prescribed in §§ 507.505, 
507.506, and 507.507. 

(c) Amounts otherwise includible in 
gross income of beneficiary. For the de¬ 
termination of amounts which, without 
regard to the convention, are includible 
in the gross income of the beneficiary, 
see subchapter J of chapter 1 of the In¬ 
ternal Revenue Code of 1954. and the 
regulations thereunder (26 CFR 1.641-1 
through 1.692-1). 

(d) Application to Territories gen¬ 
erally. The provisions of this section 
made specifically applicable to the Ter¬ 
ritories for the reason set forth in 
§ 507.501(b) (2) are hereby made equally 
applicable to each, severally, of the Ter¬ 
ritories enumerated in § 507.501 (a). For 
that reason, any reference to the Ter¬ 
ritory made in this section shall be 
deemed to be a reference to each of such 
Territories, severally. Thus, where a 
beneficiary of a domestic estate or trust 
is, for example, in Trinidad, withholding 
of the tax from the income of such 
estate qr trust shall be governed by the 
provisions of this section as though the 
term “Trinidad” had been employed in¬ 
stead of the term “the Territory.” 

§ 507.510 Release of excess lux with¬ 
held at source, 

(a) Amounts to be released —(1) Divi¬ 
dends and interest paid by a Territory 
corporation. If United States tax at the 
statutory rate has been withheld on or 
after the effective date of the extension 
of the convention from dividends and 
interest paid by a Territory corporation 
(other than a United States corpora¬ 
tion) to a recipient who is a nonresident 
alien or a foreign corporation, the with¬ 
holding agent shall release and pay over 
to the person from whom the tax was 
withheld an amount which is equal to 
the tax so withheld. 

(2) Dividends subject to 15-percent 
rate. If United States tax at the statu¬ 
tory rate has been withheld on or after 
the effective date of the extension of the 
convention from dividends described in 
§ 507.502(e) (1), and received from 
sources within the United States by a 
nonresident alien (including a nonresi¬ 
dent alien individual, fiduciary, and 
partnership) or by a foreign corporation, 
whose address at the time of payment 
was in the Territory, the withholding 
agent shall release and pay over to the 
person from whom the tax was withheld 
an amount which is equal to the differ¬ 
ence between the tax so withheld and 
the tax required to be withheld pursuant 
to § 507.502(e)(1), 

(3) Dividends subject to 5-percent 
rate. If United States tax at the statu¬ 
tory rate has been withheld on or after 
the effective date of the extension of 
the convention from dividends which 
qualify under § 507.502(e)(2) for a rate 
of tax not in excess of 5 percent, the 
withholding agent shall release and pay 
over to the corporation from which the 
tax was withheld an amount which is 
equal to the difference between the tax 
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so withheld and the tax required to be 
withheld pursuant to 5 507.502(e)(2). 

(4) Coupon bond interest —(i) Sub - 
stitute form. In the case of every tax¬ 
payer who furnishes to the withholding 
agent Form 1001-UK clearly marked 
•‘Substitute 0 and executed in accordance 
with 5 507.505(c)(1), where United 
States tax has been withheld at the 
statutory rate on or after the effective 
date of the extension of the convention, 
from coupon bond interest exempt under 
§ 507.505, the withholding agent shall 
release and pay over to the person from 
whom the tax was withheld an amount 
which is equal? to the tax so withheld, if 
the taxpayer also attaches to such form 
a letter in duplicate, signed by the 
owner, or by his trustee or agent and 
containing the following: 

(a) The name and address of the 
obligor: 

(b) The name and address of the 
owner of the interest from which the 
excess tax was withheld; 

(c) A statement that, at the time the 
interest was received from which the 
excess tax was withheld, the owner was 
neither a citizen nor a resident of the 
United States but was a resident of the 
Federation (Article VII of the conven¬ 
tion extends only to the Federation and 
not to the other Territories listed at 
§ 507.501(a)), or, in the case of a corpo¬ 
ration or other entity the owner was a 
foreign corporation or other entity man¬ 
aged or controlled in the Federation; 

(d) A statement that the owner at no 
time during the taxable year in which 
the interest was received had a perma¬ 
nent establishment in the United States; 
and 

(e) A statement that the owner is 
subject to Territory tax. One such sub¬ 
stitute form shall be filed in duplicate 
with respect to each issue of bonds and 
will serve with respect to that issue 
to replace all Forms 1001 previously filed 
by the taxpayer in the calendar year 
in which the excess tax was withheld 
and with respect to which such excess is 
released. 

(ii) Disposition of form. The original 
and duplicate of substitute Form 1001- 
UK (and letter) shall be forwarded by 
the withholding agent to the Director, 
International Operations, Internal Reve¬ 
nue Service, Washington 25, D.C., in 
accordance with § 1.1461-2(b) of the 
Income Tax Regulations (26 CFR 1.1461- 
2(b)). 

(5) Interest on noncoupon bonds, 

royalties, rentals, pensionand annu¬ 
ities. If a taxpayer furnishes to the 
withholding agent the authorization of 
release prescribed in § 507.505(c) (2) (ii), 
§ 507.503(b) (2), § 507.507(b) (2), or 

5 507.508(b)(2), and United States tax 
has been withheld at the statutory rate, 
on or after the effective date of the ex¬ 
tension of the convention, from the in¬ 
terest, copyright royalties or other like 
amounts, real property rentals, natural 
resource royalties, pensions, or life an¬ 
nuities in respect to which such author¬ 
ization is prescribed, the withholding 
agent shall release and pay over to the 
parson from whom the tax was with¬ 
held— 

(1) In the case of real property rentals 
and natural resource royalties, an 
amount which is equal to the difference 


between the tax so withheld from such 
items and the tax required to be with¬ 
held pursuant to 5 507.507(b)(1); and 

(ii) In the case of interest, copyright 
royalties or other like amounts, pensions, 
or life annuities, an amount which is 
equal to the tax so withheld from such 
items. 

(b) Amounts not to be released. The 
provisions of this section do not apply 
to excess tax withheld at source which 
has been paid by the withholding agent 
to the Director, International Opera¬ 
tions. 

(c) Statutory rate. As used in this 
section, the term “statutory rate” means 
the rate prescribed by chapter 3 of the 
Internal Revenue Code of 1954 as though 
the convention had not come into effect. 

§507.511 Information to be furnished 
in ordinary course. 

For provisions relating to the exchange 
of information under Article XX of the 
convention, see § 1.1461-2(d) of the In¬ 
come Tax Regulations (26 CFR 1.1461- 
2(d)). 

Because it is necessary to bring into 
effect at the earliest practicable date 
the rules of this Treasury decision re¬ 
specting release or refund of excess tax 
withheld, and exemption from, or reduc¬ 
tion in rate of, withholding of tax, it is 
hereby found that it is impracticable to 
issue this Treasury decision with notice 
and public procedure thereon under sec¬ 
tion 4(a) of the Administrative Proce¬ 
dure Act, approved June 11, 1943 or sub¬ 
ject to the effective date limitation of 
section 4(c) of the Act. 

[seal] Dana Latham, 

Commissioner of Internal Revenue . 

Approved: December 29,1959. 

David A. Lindsay, 

Acting Secretary of the Treasury, 

(F.R. Doc. 69-11167; Piled, Dec. 30, 1959; 

8:48 a.m.J 


Title 42—PUBLIC HEALTH 

Chapter I—Public Health Service, De¬ 
partment of Health, Education, and 
Welfare 

PART 21— COMMISSIONED OFFICERS 

Subpart T—Inactive Duty Training 

The Public Health Service Regula¬ 
tions, Part 21—Commissioned Officers, is 
amended by adding the following new 
subpart: 

Sec. 

21.451 Inactive duty training—with pay. 

21.452 Inactive duty for training without 

pay. 

Authority: §§21.451 and 21.452 Issued 
under sec. 501 (a) and (b), 63 Stat. 826, as 
amended; 37 U.S.C. 301 (a) and (b). 

§ 21.451 Inactive duty training—with 
pay. 

Commissioned officers of the Reserve 
Corps not on active duty may, when au¬ 
thorized by the Surgeon General, per¬ 
form such periods of training, instruc¬ 
tion, or duty as the Surgeon General may 
prescribe. For each period of service 
performed pursuant to this section of 
which the duration is not less than two 


hours nor more than one calendar day, 
the officer shall be entitled to compensa¬ 
tion at the rate of l/30th of his basic pay. 
The number of such periods for which 
compensation shall be paid shall be 
limited to 48 periods during a calendar 
year and to 12 periods during a calendar 
quarter. The Surgeon General shall 
prescribe for each officer so authorized 
the minimum number of such periods of 
service to be performed during a calen¬ 
dar quarter, the performance of which 
will be required to entitle the officer to 
compensation for any period of service 
performed during that quarter. The 
Surgeon General may require each offi¬ 
cer performing such periods of service 
to file reports relative to each period. If 
a report is required for a period of serv¬ 
ice, the receipt of the report by the Serv¬ 
ice shall be a condition precedent to the 
payment of compensation for such 
period. 

§ 21.452 Inactive duty for training with¬ 
out pay. 

Commissioned officers of the Reserve 
Corps not on active duty may, when au¬ 
thorized by the Surgeon General, with 
their consent, perform without pay Inac¬ 
tive duty for training or such other duty 
as may be prescribed by the Surgeon 
General. 

[seal] John D. Porterfield, 
Acting Surgeon General 

Dated: December 24, 1959. 

Arthur S. Flemming, 

Secretary. 

IF.R. Doc. 59-11182; Filed, Dec. 30. 1959; 

8:48 a.m.J 


Title 39—POSTAL SERVICE 

Chapter I—Post Office Department 

PART 18—POSTAL DELIVERY ZONE 
SYSTEM 

Correction 

In F.R. Doc. 59-10726, appearing at 
page 10384 of the issue for Tuesday, De¬ 
cember 22, 1959, the example set forth in 
§ 18.4(a) (3) should read as follows: 


Lnka Lane__ 29 

Lake Rd... 20 

Lakeside Ave._____ 28 

Lakeside Blvd__ 27 

Lakevlew Ave__ 20 

Lakeview Dr_- 25 

Lakeview Rd_ 34 

Lakewood Dr_- 29 

Lamb Ave__ 22 

Lambert Ave__ 34 

Lamont_ 27 

Lancaster Rd_ 93— 23 

Lancelot Ave__ 34 

Landis Dr__ 28 

Landria Dr_- 25 

Landsdowne Rd_ 29 

Landsworth Ave._ 28 

Langhorne__ 22 

Langston _ 20 

Lansing Ave__ 25 

Lanvale Ave__ 30 

Larchmont Lane_ 24 

Larcom Lane_- 29 

Larkwood Rd__ 29 

Larne Ave. (St)_- 24 

Larry_- 22 

Laurel_ 20 

Lawrence Rd_- 29 

Lawson -__ 24 
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Lawton-—-— 30 

Leah Rd... 30 

Leake Ave_ 24 

Lee Ave_ 20 


Title 45—PUBLIC WELFARE 

Chapter I—Office of Education, De¬ 
partment of Health, Education, 
and Welfare 

EDITORIAL NOTE 

The following parts of this chapter, 
issued under Public Laws 815 and 874, 
81st Cong., as amended (64 Stat. 967, 
1100). for years prior to 1960, although 
remaining effective with respect to grants 
made thereunder, are deleted from the 
Code of Federal Regulations: Parts 105, 
111, 112, and 113. 


PART 1 4 0—FEDERAL ASSISTANCE 
FOR IMPROVEMENT OF STATIS¬ 
TICAL SERVICES OF STATE EDU¬ 
CATIONAL AGENCIES 

Part 140 establishes regulations for the 
administration of section 1009 of the 
National Defense Education Apt of 1958 % , 
as amended, 72 Stat. 1605, 20 U.S.C. 589. 
Part 140 reads as follows: 

Subpart A—Definitions 

Sec. 

140.1 Definitions. 

Subpart B—State Plans 

140.2 The State plan. 

140.3 New programs and additions to or 

expansions of existing programs. 

140.4 State agency for administration. 

140.5 Authority of State agency. 

140.6 Custody of funds. 

140.7 Fiscal administration. 

140.8 Reports. 

Subpart C—Federal Financial Participation and 
Payment 

140.0 Federal participation. 

140.10 Proration of costs. 

140.11 Effective date of plan. 

140.12 Use of State rule in determining the 

fiscal year’s allotment to which an 
expenditure is chargeable. 

140.13 Annual estimates and financial re¬ 

ports. 

140.14 Provisions for payment. 

140.15 Effect of payments. 

Authority: §{ 140.1 to 140.15 issued under 
secs. 1001. 1009, 72 Stat. 1602, 1605, 20 U.S.C. 
681. 589. 

Subpart A—Definitions 

§ 140.1 Definitions. 

As used In this part: 

(a) “Section 1009*’ means section 1009 
of the National Defense Education Act 
of 1958, Public Law 85-864, as amended 
(72 Stat. 1605), 20 U.S.C. 589. 

(b) “State*' means a State, Puerto 
Kico, the District of Columbia, the Canal 
Zone. Guam, or the Virgin Islands. 

(c) “Commissioner*’ means the United 
States Commissioner of Education, De¬ 
partment of Health, Education, and Wel¬ 
fare, or his delegates. 

(d) “Department** means the Depart¬ 
ment of Health, Education, and Welfare. 
u (e) “State educational agency’* or 
‘State agency** means the State board 
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of education or other agency or officer 
primarily responsible for the State su¬ 
pervision of public elementary and sec¬ 
ondary schools, or, if there is no such 
officer or agency, an officer or agency 
designated by the governor or by State 
law. 

(f) “Educational statistics” means the 
information, facts, and data concerning 
education in public and nonpublic edu¬ 
cational institutions which are recorded 
in and reported by State or local systems 
of records and reports, or both, for the 
purpose of reflecting the condition and 
progress of organized education in the 
State. 

(g) “State plan” or “plan" means the 
document or documents submitted by a 
State for approval by the Commissioner 
to comply with the requirements for par¬ 
ticipation under section 1009. 

Subpart B—State Plans 

§ 140.2 The State plan. 

(a) Purpose. A basic condition for 
the payment of Federal funds to a State 
for improvement of statistical services 
of State educational agencies is the sub¬ 
mission of a State plan meeting the re¬ 
quirements of section 1009. This plan 
shall include a description of the pres¬ 
ent educational statistical activities in 
the State educational agency and of the 
program (s) proposed by the State edu¬ 
cational agency for improving the State 
and local statistical services, and the 
general policies and procedures to be 
followed in so doing, except that, in 
cases where the plan provides for an 
evaluation of the present educational 
statistics program, the submission of a 
description of the present program, in 
connection with the report of such eval¬ 
uation when completed will be accepted 
as a substitute for the description in the 
State plan. The plan shall clearly 
show how each program under the plan 
is a “new program” or “an addition to 
an existing program” or “an expansion 
of an existing program” within the 
meaning of § 140.3. The description of 
each of the State agency programs shall 
set forth the scope of the agency activi¬ 
ties and arrangements to be undertaken 
in carrying out such programs. The 
plan, when approved by the Commis¬ 
sioner, shall constitute the basis on 
which Federal grants will be made, as 
well as a basis for determining the pro¬ 
priety of State and local expenditures in 
which Federal participation is requested. 

(b) Submission. The State plan and 
all amendments thereto shall be sub¬ 
mitted to the Commissioner for approval 
by a duly authorized officer of the State 
agency. The plan shall indicate the of¬ 
ficial or officials authorized to submit 
plan material. 

(c) Amendment. The administration 
of the programs must be kept in con¬ 
formity with the approved State plan. 
Whenever there is any material change 
in the content or administration of a 
program, or when there has been a 
change in pertinent State law or in the 
organization, policies, or operations of 
the State educational agency affecting a 
program, under the plan, the State plan 
must be appropriately amended. 
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(d) Certificate of the State educa¬ 
tional agency. The State plan and all 
amendments thereto must include as an 
attachment a certificate of the officer of 
the State educational agency authorized 
to submit the State plan to the effect 
(1) that the plan or amendment has been 
adopted by the State agency and that the 
plan, or plan as amended, will consti¬ 
tute the basis for operation and adminis¬ 
tration of the program (s) in which Fed¬ 
eral participation under section 1009 will 
be requested and (2) that the program (s) 
is (are) either new program(s) or addi¬ 
tions to or expansions of one or more 
existing programs within the meaning of 
§ 140.3. 

(e) Certificate of the State Attorney 
General. The plan must also include as 
an attachment a certificate of the State’s 
Attorney General to the effect that the 
State agency named in the plan is the 
“State educational agency” as defined in 
§ 140.1(e) which has authority under 
State law to submit the State plan and 
to carry out the program(s) described 
therein as the sole State agency respon¬ 
sible for the administration of the plan, 
and that all of the plan provisions are 
consistent with State law. If an official, 
other than the Attorney General of the 
State, is designated by State law to ad¬ 
vise the State educational agency on 
legal matters and If the rulings of such 
official have the same legal effect with 
respect to the agency as rulings of the 
Attorney General have with respect to 
agencies advised by him. the certification 
may be made by such official. 

§ 140.3 New programs and additions to 
or expansions of existing programs, 

(a) New programs. A new program is 
a plan of operations and the activities 
to carry out such plan in which none of 
the principal elements involved were be¬ 
ing employed before the program was 
initiated and which does one or more of 
the following: (1) Collects and dissemi¬ 
nates educational information from a 
category of sources not before used, e.g., 
from kindergartens, libraries, junior col¬ 
leges or private schools, the same types 
of information hitherto collected only 
from publld schools, grades 1 through 12; 
or (2) collects, processes, or disseminates 
information of a new type which requires 
a different technique of collection, proc¬ 
essing, or analysis, or a different type of 
publication, to make it useful for edu¬ 
cational purposes, e.g., information con¬ 
cerning the causes of absence, or 
physical and health characteristics of 
children, or the effects of one or more 
of these on educational progress, col¬ 
lected in a State where only classroom 
and curricular information had been 
analyzed and disseminated before; or 
(3) by adopting a new and different type 
of analysis of processing, makes use of 
information hitherto collected for an 
entirely new and different purpose. e.g. # 
the use of electronic equipment to an¬ 
alyze and show the relationship between 
educational progress and attendance, or 
health, or physical training, or partici¬ 
pation in organized sports, or certain 
types of physical handicaps of children, 
or the social or educational background 
of teachers, etc. An evaluative study 
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undertaken in connection with the State 
plan to determine ways of improving the 
State agency’s program for providing 
educational statistics may also qualify 
as a new program within the meaning of 
this section. 

<b> Addition or expansion. An addi¬ 
tion to or expansion of an existing pro¬ 
gram is a plan of operations, and the 
activities to carry out such plan, which 
involve additional expenditures by the 
State educational agency for statistical 
services of the types set forth in section 
1009(b) of the Act, over and above those 
hitherto expended for like services, and 
does one or more of the following: (1) 
Provides for collecting and disseminating 
increased amounts of data about educa¬ 
tional areas in which the agency is al¬ 
ready making data available; (2) pro¬ 
vides for recording, collecting, or dis¬ 
seminating types of data about educa¬ 
tional areas in which such types of data 
are not available; (3) increases the use¬ 
fulness of educational data by making it 
more current; (4) increases the useful¬ 
ness of educational data by improving 
its quality; or (5) increases the useful¬ 
ness of collected data through improved 
analysis. (See also § 140.10.) 

(c) Time basis for measurement . 
Whether a program is “new" or an “addi¬ 
tion to" or “expansion of" an existing 
program will, for the fiscal year 1959, be 
measured against the activities being 
carried on by the State educational 
agency prior to September 2, 1958. For 
programs submitted for approval after 
fiscal year 1959, such improvement or 
increase will be measured against the 
activities being carried on by the State 
educational agency prior to the first day 
of the fiscal year in which the program 
was submitted for approval. 

§ 140.4 Slate agency for administration. 

(a) Designation. The State plan 
shall give the official name of the agency 
which will be the sole agency for admin¬ 
istering the plan. Such agency shall 
meet the criteria set forth in § 140.1(e) 
defining “State educational agency." 

(b) Organization. The State plan 
shall indicate the administrative unit(s) 
within the State agency that will be 
responsible for administering the pro¬ 
gram (s) set forth in the plan. 

§ 140.5 Authority of State agency. 

The State plan shall set forth the 
authority of the State agency under 
State law to submit the State plan and 
to administer the program (s) set forth 
therein. Citations to, or copies of, all 
directly pertinent statutes and interpre¬ 
tations of them by the appropriate State 
officials, whether by regulations, policy 
statements, opinions of the Attorney 
General, or court decisions, shall be fur¬ 
nished as a part of the plan. All copies 
must be certified as correct by an appro¬ 
priate official. 

§ 140.6 Custody of funds. 

The State plan shall designate the 
officer who will receive and provide for 
the custody of funds to be expended 
under applicable State laws and regula¬ 
tions on requisition or order of the State 
agency. 
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§ 140.7 Records* 

(a) Fiscal administration. The State 
plan shall describe the fiscal administra¬ 
tion of the plan. Such administration 
shall be conducted in accordance with 
applicable State laws, policies, and pro¬ 
cedures, which shall be identified in the 
plan or set forth in an appendix. Ac¬ 
counts and supporting documents relat¬ 
ing to any program involving Federal 
participation shall be adequate to permit 
an accurate and expeditious audit of the 
program. 

(b) Disposal of records . The State 
educational agency shall provide for 
keeping accessible and intact all records 
supporting claims for Federal grants or 
relating to the accountability of the 
grantee agency for expenditure of such 
grants and relating to the expenditure 
of matching funds: (1) For three years 
after the close of the fiscal year in which 
the expenditure was made by the State 
educational agency; or (2) until the 
State agency is notified that such records 
are not needed for program administra¬ 
tion review; or (3) until the State 
agency is notified of the completion of 
the Department’s fiscal audit, whichever 
is later. 

(c) Questioned expenditure. The rec¬ 
ords involved in any claim or expendi¬ 
ture which has been questioned shall 
be further maintained until necessary 
adjustments have been made and the 
adjustments have been reviewed and 
cleared by the Department. 

(d) Records of equipment . Where 
nonconsumable equipment which costs 
$10 or more per unit is purchased by the 
State with Federal financial participa¬ 
tion, inventories and other records sup¬ 
porting accountability shall be main¬ 
tained until the State agency is notified 
of the completion of the Department’s 
review and audit covering the disposition 
of such equipment. 

§ 140.8 Reports. 

The State plan shall provide that the 
State agency will participate in such pe¬ 
riodic conusltations and will make such 
reports to the Commissioner, at such 
time, in such form, and containing such 
information as the Commissioner may 
consider reasonably necessary to enable 
him to perform his duties under section 
1009, and will comply with such provi¬ 
sions as he may find necessary to assure 
the correctness and verification of such 
reports. 

Subpart C—Federal Financial 
Participation and Payment 
§ 140.9 Federal participation. 

Section 1009 authorizes payment of 
one-half (not to exceed $50,000 for each 
fiscal year) of the total sum expended 
by the State under the State plan. Such 
expenditures may include salaries and 
wages, purchase of equipment, rental of 
equipment, conferences and workshops, 
travel, printing and reproduction, and 
other expenditures that may be readily 
identified as having been made pursuant 
to the State plan and within the provi¬ 
sions and limitations of section 1009 and 
the regulations in this part. Federal fi¬ 
nancial participation will be available in 


expenditures made in accordance with 
the provisions of the State plan and the 
applicable State laws, rules, and regula¬ 
tions, and standards governing the use 
of State funds. 

§ 140.10 Proration of costs. 

Federal participation is available only 
with respect to that portion of any ex¬ 
penditure which is attributable to the 
new, added, or expanded aspects of a 
program under the State plan. The 
State plan shall specify the basis for 
identifying and prorating expenditures 
not attributable solely to such plan 
activities. 

§ 140.11 Effective date of plan. 

Since the Federal Government partic¬ 
ipates only in amounts expended under 
the State plan, there can be no Federal 
participation in any expenditures made 
before the plan is in effect. For the 
purposes of this section the earliest date 
on which a plan may be considered to 
be in effect is the date’ on which it is 
received in substantially approvable form 
by the Commissioner. 

§ 140.12 Use of State rule in determin¬ 
ing the fiscal year’s allotment to 
which an expenditure is chargeable. 

Each allotment to a State under sec¬ 
tion 1009 of the Act is made with respect 
to a fiscal year commencing on July 1 
and ending the following June 30. State 
laws and regulations shall be followed 
by the States in determining to which 
fiscal year an expenditure by the State 
educational agency is chargeable for the 
purpose of earning the allotment. Each 
State, therefore, shall use the account¬ 
ing basis (cash, accrual or obligation) 
applicable to its State accounting. 

§ 140.13 Submission of annual estimates 
and reports. 

(a) For each Federal fiscal year, the 
State agency shall submit upon forms 
prescribed and in accordance with pro¬ 
cedures established by the Commissioner 
(1) a description of the specific activi¬ 
ties to be carried out for that year in 
connection with each program set forth 
in the plan, and (2) a statement of the 
estimated sources of funds and expendi¬ 
tures to be made in carrying out the 
activities for the fiscal year. Expendi¬ 
tures which deviate from the details of 
the estimate will not be precluded from 
Federal participation if otherwise made 
in accordance with the approved plan 
and the regulations in this part. 

(b) Following the end of each Federal 
fiscal year, the State agency shall sub¬ 
mit upon forms prescribed and in ac¬ 
cordance with procedures established by 
the Commissioner a report of the total 
expenditures and obligations made under 
the plan during the fiscal year. 

§ 14-0.14 Provisions for payment. 

Payments will be made in advance in¬ 
stallments to States with approved plans 
on the basis of the annual estimates de¬ 
scribed in § 140.13. Adjustments of 
underpayments or overpayments or in¬ 
terest earned on Federal funds for any 
fiscal year will be made after the end of 
the fiscal year. In settling the ac¬ 
counts subsequent to the close of the 
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fiscal year 1962. the State shall refund 
to the Commissioner any overpayment 
which may have been made under sec¬ 
tion 1009, or any unadjusted interest 
earned on Federal funds. 

§ 110.15 Effect of payments. 

Neither the approval of the State plan 
nor any payment to the State pursuant 
thereto shall be deemed to waive the 
right or duty of the Commissioner to 
withhold funds by reason of the failure 
of the State to observe, before or after 
such administrative action, any Federal 
requirements. 

Dated: December 23, 1959. 

[seal] Wayne O. Reed, 

Acting U.S. Commissioner 

of Education . 

Approved: December 28, 1959. 

Arthur S. Flemming, 

Secretary. 

[P.R. Doc. 59-11140: Filed, Dec. 30, 1959: 

8:45 a.m.] 


PART 141—financial assistance 
FOR STRENGTHENING SCIENCE, 
MATHEMATICS, AND MODERN 
FOREIGN LANGUAGE INSTRUC¬ 
TION IN PUBLIC SCHOOLS 

Part 141 establishes regulations for the 
administration of sections 301-304, in¬ 
clusive, of Title in of the NationaLDe- 
fense Education Act of 1958, Public Law 
85-864, as amended, 72 Stat. 1588, 20 
U.S.C. 441-444. 

Part 141 reads as follows: 

Supbart A—Definitions 

Sec. 

141.1 Definitions. 

Subpart B—State Plan—General Provisions 

141.2 State plan. 

141.3 State agency for administration. 

141.4 Authority of State agency. 

141.6 Custody of funds. 

141.6 Evaluation. 

141.7 State fiscal procedures. 

141.8 Qualifications of personnel. 

141.9 Reports. 

Subpart C—Federal Financial Participation 

141.10 Effective date of plan. 

141.11 Federal participation In general. 

141.12 Proratlon of costs. 

141.13 Allotment carry-over. 

141.14 Application of State rules. 

141.15 Use of State rule in determining the 

fiscal year’s allotment to which an 
expenditure is chargeable. 

141.16 Reimbursement of local educational 

agencies. 

141.17 Disposal of records. 

Subpart D—Federal Payment Procedures 

141.18 Annual estimates and financial re¬ 

ports. 

141.19 Federal payments. 

141.20 Effect of Federal payments. 

141.21 Request for payment of Federal 

funds. 

141.22 Certifying payment. 

141.23 Interest on Federal grants. 

Subpart E—Acquisition of Equipment 

141.24 Description of programs. 

141.25 Equipment. 

141.26 Minor remodeling, 

141.27 Priorities. 


Sec. 

141.28 Standards. 

141.29 Hearings. 

Subpart F—Supervision and Administration 

141.30 Programs for supervision and related 

services. 

141.31 Expansion or Improvement. 

141.32 Time basis for measurement. 

141.33 Eligible cost. 

Authority: §§ 141.1 to 141.33 issued under 
sections 301-304. 1001, 72 Stat. 1588-1589, 
1602; 20 U.S.C. 441-444, 58L 

Subpart A—Definitions 
§ 141.1 Definitions. 

As used in this part: 

(a) “Act” means the National Defense 
Education Act of 1958, Public Law 85- 
864, (72 Stat. 1580), 20 U.S.C. Ch. 17. as 
amended by Public Law 86-70, 73 Stat. 
144. 

(b) “Class” means a group of students 
assembled for instruction for a given 
period of time under one teacher, but not 
necessarily the same teacher, in a situa¬ 
tion where the students are in the pres¬ 
ence of the teacher. 

(c) “Commissioner” means the United 
States Commissioner of Education, De¬ 
partment of Health, Education, and Wel¬ 
fare, or his delegate. 

(d) “Department” means the Depart¬ 
ment of Health. Education, and Welfare. 

(e) “Elementary school” means a 
school which provides elementary educa¬ 
tion, as determined under State law, as 
part of the public elementary, common, 
school system of the State. 

(f) “Equipment.” eligible for purchase 
through projects, means fixed or movable 
articles, not an integral part of a build¬ 
ing. which are particularly appropriate 
for providing instruction in science, 
mathematics, or modern foreign lan¬ 
guage, and which are to be used by 
teachers in teaching or by students in 
learning in such courses in an instruc¬ 
tional situation in a classroom or labora¬ 
tory in an elementary or secondary 
school. The term does not include ordi¬ 
nary storage facilities, furniture or 
equipment which are appropriate for 
furnishing or equipping general class¬ 
rooms. “Equipment” includes “mate¬ 
rials,” as that term is defined in 
paragraph (i) of this section, and audio¬ 
visual equipment, such as motion picture 
and slide projectors and recording equip¬ 
ment to be used in instructional pro¬ 
grams of science, mathematics, or 
modern foreign language. 

(g) “Fiscal year,” as used with respect 
to reporting and accounting require¬ 
ments herein, means the period begin¬ 
ning on the first day of July and ending 
on the following June 30. 

(h) “Local educational agency” means 
a board of education or other legally 
constituted local school authority having 
administrative control and direction of 
public elementary or secondary schools 
in a city, county, township, school dis¬ 
trict, or other political subdivision in a 
State. 

(i) “Materials” means films, film¬ 
strips. slides, tapes, discs, and record¬ 
ings; books, pamphlets and periodicals 
for reference use (other than textbooks, 
as defined in paragraph (t) of this sec¬ 
tion) , and other printed materials, such 


as maps and charts, which are particu¬ 
larly appropriate as media for instruc¬ 
tion in the fields of science, mathematics, 
or modem foreign language or one of 
the branches of one of them. As dis¬ 
tinguished from supplies, materials are 
items which with reasonable care and 
use may be expected to last for more than 
one year. (For example, chemicals and 
other supplies which are consumed in 
use may not be purchased under this 
program.) 

(j) “Mathematics” means the study of 
shape, arrangement, and number 
through units of courses normally re¬ 
quired of pupils in elementary grades, 
or for high school graduation, or for ad¬ 
mission to post high school institutions, 
and through elective courses when 
taught by certified teachers of mathe¬ 
matics for those grades or subjects. 

<k) “Modern foreign language” means 
a language, other than English, which 
is in current use as a common medium 
of communication by some substantial 
segment of the world population. (Latin 
is not a modern foreign language.) 

(l) “Project.” as applied to the acqui¬ 
sition of laboratory or other special 
equipment (including, if necessary, 
minor remodeling), means (l)a proposal 
submitted by a local educational agency, 
or agencies, or other public school 
authority, or authorities, below the 
State level, or (2) in cases where the 
State educational agency, acting in lieu 
of a local educational agency, operates 
one or more public elementary or second¬ 
ary schools, a proposal submitted by the 
highest administrative officer of such a 
school or schools. 

(m) “Public,” as applied to any school, 
does not include a school of any agency 
of the United States. 

(n) “School” means a division of in¬ 
structional organization consisting of a 
group of pupils comprised of one or more 
grade groups, organized on a class basis 
as one unit with one or more teachers to 
give instruction of a defined type, and 
house in a school plant of one or more 
buildings. More than one school may be 
housed in a school plant of one or more 
when the elementary and secondary 
schools are housed in the same school 
plant. 

(o) “Science” includes physical and 
biological sciences, but not the social 
sciences. 

(p) “Secondary school” means a 
school which provides secondary educa¬ 
tion, as determined under State law, at 
grade 12 or below, as part of the public 
secondary, common, school system of the 
State. Such term may include a public 
junior college providing education be¬ 
yond the 12th grade if determined under 
State law to be a part of the State public 
secondary school system. 

(q) “Services”: (1) “Supervisory serv¬ 
ices” means the services rendered by a , 
qualified person(s) in the promotion, 
maintenance, and improvement of in¬ 
struction in one or more of the fields of 
science, mathematics, and modern for¬ 
eign language or any branch thereof. 
(2) “Related services” means services 
particularly applicable to the supervision 
of persons providing instruction in pub¬ 
lic elementary and/or secondary schools 
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in the fields of science, mathematics, or 
modern foreign language, such as dem¬ 
onstrations of effective utilization of 
equipment, or the development of mate¬ 
rials helpful in the improvement of such 
instruction; and the distribution to local 
educational agencies of materials so de¬ 
veloped. 

(r) “State” means a State, Puerto 
Rico, the District of Columbia, the Canal 
Zone, Guam, or the Virgin Islands. 

(s) “State educational agency” or 
“State agency" means the State board 
of education or other agency or officer 
primarily responsible for the State su¬ 
pervision of public elementary and sec¬ 
ondary schools, or, if there is no such 
officer or agency, an officer or agency 
designated by the governor or by State 
law. 

(t) “Textbook” means a book, work¬ 
book. or manual, a copy of which is ex¬ 
pected to be available for the individual 
use of each pupil. 

Subpart B—State Plan—General 
Provisions 
§ If 1.2 Stale plan. 

(a) Purpose. A basic condition for 
the payment of Federal funds to a State 
under sections 301-304 of the Act is a 
State plan meeting the requirements of 
section 303 of the Act. The plan shall 
set forth: (1) The programs of the State 
for acquiring laboratory or other special 
equipment suitable for use in providing 
education in science, mathematics, or 
modem foreign language instruction in 
public elementary and secondary schools, 
and for minor remodeling incidentally 
necessary to the use of such equipment; 
(2) the present supervisory and related 
services of the State agency; (3) the pro¬ 
gram for the expansion and improve¬ 
ment of supervisory and related services 
in the fields of science, mathematics, or 
modem foreign language; and (4) a de¬ 
scription of the administration of the 
State plan. The programs set forth shall 
cover the four-year period during which 
Title in of the Act is in effect, shall de¬ 
scribe the objectives established in these 
fields by the State educational agency 
and the methods to be used to achieve 
these objectives. The plan, when ap¬ 
proved by the Commissioner, shall con¬ 
stitute the basis on which Federal grants 
will be made, as well as a basis for deter¬ 
mining the propriety of State and local 
expenditures in which Federal participa¬ 
tion is requested. 

(b) Submission. The State plan and 
all amendments thereto shall be sub¬ 
mitted to the Commissioner by a duly 
authorized officer of the State educa¬ 
tional agency. The plan shall indicate 
the official or officials authorized to sub¬ 
mit plan material. 

(c) Amendment. The administration 
of the programs shall be kept in con¬ 
formity with the approved State plan. 
Whenever there is any material change 
in the content or administration of a pro¬ 
gram, or when there has been a change 
in pertinent State law or in the organ¬ 
ization, policies, or operations of the 
State educational agency affecting a pro¬ 
gram under the plan, the State plan 
shall be appropriately amended. 


(d> Certificate of the State educa¬ 
tional agency. The State plan and all 
amendments thereto shall include as an 
attachment a certificate of the officer of 
the State educational agency authorized 
to submit the State plan to the effect (1) 
that the plan or amendment has been 
adopted by the State agency and that the 
plan, or plan as amended, will consitute 
the basis for operation and administra¬ 
tion of the program(s) in which Federal 
participation under sections 301-304 of 
Title III of the Act will be requested and 
(2) that the program (s) established 
under section 303(a)(5) of the Act is 
(are) either new program(s) or addi¬ 
tion^) to or expansion (s) of one or more 
existing programs within the meaning of 
Subpart F of this part. 

(e) Certificate of the State Attorney 
General. The plan shall also include as 
an attachment a certificate by the 
State's Attorney General to the effect 
that the State agency named in the plan 
is the “State educational agency" as de¬ 
fined in § 141.1 (s) which has authority 
under State law to submit the State plan 
and to carry out the programs described 
therein as the sole State agency respon¬ 
sible for administration of the plan, and 
that all of the plan provisions are con¬ 
sistent with State law. If an official, 
other than the Attorney General of the 
State, is designated by State law to ad¬ 
vise the State educational agency on 
legal matters and if the rulings of such 
official have the same legal effect with 
respect to the agency as rulings of the 
Attorney General have with respect to 
agencies advised by him, the certificate 
may be made by such official. 

§ 141.3 State Agency for administration. 

(a) Designation. The State plan 
shall give the official name of the agency 
which will be the sole agency for ad¬ 
ministering the plan. Such agency 
shall meet the criteria set forth in 
§ 141.1 (s) defining “State educational 
agency." 

(b) Organization. The State plan 
shall describe, by chart or otherwise, the 
organization of the State staff for the 
administration of the programs set 
forth in the plan. The lines of author¬ 
ity within the administrative unit or 
units responsible for the programs under 
the plan shall be shown, together with 
the administrative relationships of such 
unit or units to the rest of the State 
educational agency. 

§ 141.4 Authority of State agency. 

The State plan shall set forth the 
authority of the State educational agency 
under State law to submit the State plan 
and to administer the programs set forth 
therein, including a description of the 
supervisory relationships between the 
State agency and the local educational 
agencies. Citations to, or copies of, all 
directly pertinent statutes and interpre¬ 
tations of them by appropriate State 
officials whether by regulation, policy 
statements, opinions of the Attorney 
General or court decisions shall be fur¬ 
nished as part of the plan. All copies 
shall be certified as correct by an appro¬ 
priate official. 


§ 141.5 Custody of fund*. 

The State plan shall designate the 
officer who will receive and provide for 
the custody of all funds to be expended 
under applicable State laws and regu¬ 
lations on requisition or order of the 
State agency. 

§ 141.6 Evaluation. 

Provision shall be made for periodic 
reviews by the State agency of the pro¬ 
grams under the State plan at least an¬ 
nually for the purpose of appraising the 
status of the programs and their admin¬ 
istration in terms of the stated objectives. 

§ 141.7 State fiscal procedures. 

(a) State administration . The State 
plan shall describe the fiscal adminis¬ 
tration of the plan. Such administra¬ 
tion shall be conducted in accordance 
with applicable State laws, policies, and 
procedures, which shall be identified in 
the plan or set forth in an appendix. 
Accounts and supporting documents re¬ 
lating to any program involving Federal 
participation shall be adequate to per¬ 
mit an accurate and expeditious audit 
of the program. 

(b) Audit of local projects. All ex¬ 
penditures of local educational agencies 
claimed for Federal participation shall 
be audited either by the State or by 
appropriate auditors at the local level. 
The State plan shall indicate how the 
project accounts of local educational 
agencies and other agencies participat¬ 
ing in the State plan will be audited: 
and, if the audit is to be carried out at 
the local level, how the State agency 
will secure information necessary to as¬ 
sure proper use of funds expended under 
sections 301-304, inclusive, of the Act by 
such local educational agencies. 

§ 141.8 Qualifications of personnel. 

(a) Staff. The State plan shall con¬ 
tain a description of the duties of and 
qualifications for professional positions 
for State educational personnel engaged 
in activities for which funds are to be 
used under the State plan. If these 
positions are established by State stat¬ 
utes or regulations and provide the 
above information, give citation to such 
statutes, or copies of such regulations. 

(b) Advisory Committee. If a State 
Advisory Committee(s) is (are) used 
with respect to one or more aspects of 
this plan, the plan shall describe the 
general composition and method of es¬ 
tablishment of the committee and its 
duties. 

§ 141.9 Reports. 

The State plan shall provide that the 
State agency will participate in such pe¬ 
riodic consultations and will make such 
reports to the Commissioner, at such 
time, in such form, and containing such 
information as the Commissioner may 
consider reasonably necessary to enable 
him to perform his duties under sections 
301-304, inclusive, of Title III of the Act 
and will comply with such provision as 
he may find necessary to assure the cor¬ 
rectness and verification of such reports. 
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Subpart C—Federal Financial 
Participation 

§ 141.10 Effective date of plan. 

Since the Federal Government partic¬ 
ipates only in amounts expended under 
the State plan, there can be no Federal 
participation in any expenditure made 
before the plan is in effect. For the pur¬ 
poses of this section, the earliest date on 
which a plan may be considered in effect 
is the date on which it is received in sub¬ 
stantially approvable form by the Com¬ 
missioner. 

§ 141.11 Federal participation in gen¬ 
eral. 

(a) Projects under section 303(a)(1 ). 
The Federal Government will pay from 
each State's allotment an amount equal 
to one-half of the total sums expended 
by State and local educational agencies 
for the purchase of equipment and for 
the minor remodeling needed to make 
effective use of such equipment, when 
expended for an approved project under 
an approved State plan, as provided in 
section 303(a) (1) of the Act. There can 
be no Federal financial participation in 
the payment of obligations incurred or 
in expenditures made by local educa¬ 
tional agencies for projects if the proj¬ 
ects have not first been approved by the 
State agency under an approved plan. 

(b) Supervision and administration. 
After fiscal year 1959, the Federal Gov¬ 
ernment will pay from each State's al¬ 
lotment one-half of the total sum ex¬ 
pended by the State for supervision, 
related services, and administration in 
programs established under the approved 
State plan in accordance with section 
303(a) (5) of the Act. 

§ 141.12 Proration of costs. 

Federal participation is available only 
with respect to that portion of any ex¬ 
penditure which is attributable to an 
activity under the State plan. The State 
plan shall specify the basis for identify¬ 
ing and prorating expenditures not 
attributable solely to State plan activ¬ 
ities. 

§ 141.13 .Allotment carry-over. 

A State may earn its allotment under 
section 302(a) of the Act for projects 
under section 303(a)(1) until the end of 
the fiscal year following the year for 
which the allotment is made. 

§ 141.14 Application of State rules. 

Subject to the provision and limita¬ 
tions of the Act and this chapter, Federal 
financial participation will be available 
only in expenditures made under the 
plan in accordance with applicable State 
laws, rules, regulations, and standards 
governing expenditure of State and local 
funds. 

§ 141.15 Use of State rule in determin¬ 
ing the fiscal year’s allotment to 
which an expenditure is chargeable. 

Each allotment to a State under sec¬ 
tion 302(a), 302(b), or 1008 of the Act 
is made with respect to a fiscal year com¬ 
mencing on July 1 and ending the follow¬ 
ing June 30. State and local law's and 
regulations shall be followed by the 


States in determining to which fiscal 
year an expenditure by the State or local 
educational agency is chargeable for the 
purpose of earning the allotment. Each 
State, therefore, shall use the account¬ 
ing basis (cash, accrual or obligation) 
applicable to its State or local account¬ 
ing. 

§ 141.16 Reimbursement of locul edu¬ 
cational agencies. 

State plans may provide that funds 
may be transferred to local educational 
agencies or other school authorities pur¬ 
suant to a plan program either in ad¬ 
vance or as reimbursement in amounts 
not to exceed the cost of approved proj¬ 
ects. Such transfers shall not count as 
amounts “expended” for the purposes of 
earning Federal financial participation. 
(See §§ 141.11 and 141.15.) 

§ 141.17 Disposal of records. 

(a) General rule. The State educa¬ 
tional agency shall provide for keeping 
accessible and intact all records support¬ 
ing claims for Federal grants or relat¬ 
ing to the accountability of the grantee 
agency for expenditure of such grants 
and relating to the expenditure of 
matching funds: (1) For three years 
after the close of the fiscal year in which 
the expenditure was made by the State 
or local educational agency; or (2) until 
the State agency is notified that such 
records are not needed for program ad¬ 
ministration review; or (3) until the 
State agency is notified of the comple¬ 
tion of the Department’s fiscal audit, 
whichever is later. 

(b) Questioned expenditure. The rec¬ 
ords, involved in any claim or expendi¬ 
ture which has been questioned, shall 
be further maintained until necessary 
adjustments have been made and the 
adjustments have been reviewed and 
cleared by the Department. 

(c) Records of equipment. Where 
nonconsumable equipment which costs 
$10 or more per unit is purchased by the 
State with Federal financial participa¬ 
tion under the State plan for use in 
programs for supervision, related serv¬ 
ices or administration, inventories and 
other records supporting accountability 
shall be maintained until the State 
agency is notified of the completion of 
the Department’s review and audit cov¬ 
ering the disposition of such equipment. 
The maintenance of such inventories is 
not required for equipment acquired un¬ 
der projects approved in accordance 
with section 303(a)(1) of the Act; for 
such equipment only records relating to 
acquisition need be maintained for the 
period applicable under paragraphs (a) 
and (b) of this section. 

Subpart D—Federal Payment 
Procedures 

§ 141.18 Annual estimates and financial 
reports. 

(a) Content. For each fiscal year, 
the State agency shall submit, in accord¬ 
ance with procedures established by the 
Commissioner: 

(1) A description of the activities to 
be carried on under the plan during the 
ensuing fiscal year; and 


(2) An estimate upon official forms of 
the expenditures to be made in carrying 
out these activities. 

(b) Effect of estimates. Expenditures 
will not be precluded from Federal finan¬ 
cial participation because of minor devi¬ 
ations from the information submitted 
pursuant to paragraph (a) of this sec¬ 
tion if they are otherwise made in ac¬ 
cordance with the approved plan and 
the regulations in this part. 

(c) Reports. Following the end of 
each fiscal year, the State agency shall 
submit, in accordance with procedures 
established by the Commissioner, a re¬ 
port of the total expenditures and obli¬ 
gations made under the plan during the 
fiscal year. 

§ 141.19 Federal payments. 

Payments will be made semi-annuall$r 
in advance to States with approved 
plans on the basis of estimates and re¬ 
ports of expenditures referred to in 
§§ 141.18 and 141.21. In making pay¬ 
ments, such adjustments of underpay¬ 
ments or overpayments for any prior 
period will be made as are indicated by 
the accounts for such prior period. In 
settling accounts subsequent to the close 
of fiscal year 1962, the State shall refund 
to the Commissioner any overpayment 
which might have been made under sec¬ 
tion 304 of Title III of the Act. 

§ 141.20 Effect of Federal payments. 

(a) No waiver. Neither the approval 
of the State plan nor any payment to 
the State pursuant thereto shall be 
deemed to waive the right or duty of 
the Commissioner to withhold funds by 
reason of the failure of the State to 
observe, before or after such adminis¬ 
trative action, any Federal requirements. 

(b) Settlement of accounts. The final 
amount to which the State is entitled for 
any period is determined on the basis of 
expenditures under the State plan with 
respect to which Federal financial par¬ 
ticipation is authorized. 

§ 141.21 Request for payment of Fed¬ 
eral funds. 

Prior to the beginning of each semi¬ 
annual fiscal period, the State agency 
shall submit to the Commissioner upon 
official forms a statement of estimated 
total expenditures for activities under 
the plan during such semi-annual pe¬ 
riod, indicating the amount of funds 
available to pay the non-Federal share 
of the amount estimated. 

§ 141.22 Certifying payment. 

Payment will be certified after: (1) the 
State has on file in the Office of Educa¬ 
tion a plan approved by the Commis¬ 
sioner; (2) the estimates and reports re¬ 
quired in §§ 141.13 and 141.21 have been 
reviewed; and (3) the Commissioner is 
satisfied that the State will be able to 
carry out the plan during the current 
fiscal year. 

§ 141.23 Interest on Federal grants. 

Interest earned on Federal grants shall 
be credited to the United States. The 
State agency shall submit as a part of 
each fiscal report a statement showing 
the amount of interest earned on Fed¬ 
eral funds during that period. Ordi- 
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narily such interest earnings will be 
considered in the adjustment of the 
Federal-State account; but for the last 
year of the program, payment of inter¬ 
est shall be made by the State to the 
Commissioner. 

Subpcrt E—Acquisition of 
Equipment 

§ 141.21 Description of programs. 

The State plan shall describe sepa¬ 
rately the programs for the acquisition 
of equipment and minor remodeling in 
terms of the instructional field to be 
served and the grade level or levels for 
which equipment is to be acquired. 

§ 141.25 Equipment. 

(a) Purchasing equipment. Purchase 
of equipment and materials under sec¬ 
tion 303(a)(1) shall be in compliance 
with standards which have been filed 
with the Commissioner pursuant to 
§ 141.28. Equipment acquired under sec¬ 
tion 303(a)(1) may be new or used 
equipment so long as fair value is 
received. 

(b) Purchase of materials for con¬ 
structing equipment. Expenditures in 
which Federal participation is claimed 
may not include the cost of raw or proc¬ 
essed building materials and supplies or 
component parts to be made into finished 
products or complete equipment units to 
be sold, or to be used by pupils, teachers, 
or other persons for individual, family, 
general school or business purposes; 
however, the cost of such materials, sup¬ 
plies, or parts for construction of equip¬ 
ment for use in instruction in a science, 
mathematics, or modern foreign lan¬ 
guage field may be considered for 
participation. 

§ 141.26 Minor remodeling. 

(a) Purposes. Federal participation is 
available in minor remodeling if it is: 
(1) Needed to make effective use of 
equipment acquired through an ap¬ 
proved project of which the minor re¬ 
modeling is a part; (2) performed within 
the space in which the equipment is to 
be used; and (3) performed in a previ¬ 
ously completed building. 

(b) Maintenance. The cost of build¬ 
ing maintenance may not be included as 
minor remodeling. 

§ 141.27 Priorities. 

The State plan shall contain the prin¬ 
ciples established by the State educa¬ 
tional agency for determining priorities 
for projects submitted to the State 
agency for approval under the State 
plan. The State agency shall indicate 
that it will apply these principles to de¬ 
termine the order of approval for under¬ 
taking the projects submitted under the 
plan. 

§ 141.28 Standards. 

For each program described in accord¬ 
ance with § 141.24, the State plan shall 
contain the equipment standards to be 
used by the State agency as the basis for 
approving projects under such program. 

§ 141.29 Hearings. 

The State plan shall describe the pro¬ 
cedure for giving a timely opportunity to 


any aggrieved project-applicant to re¬ 
quest and receive a hearing before the 
State educational agency with reference 
to any project presented to the State 
agency for 1 approval under the plan. 

Subpart F—Supervision and 
Administration 

§ 141.30 Programs for supervision and 

reluled service*. 

The State plan shall contain a descrip¬ 
tion of the programs for the expansion 
and improvement of the State agency’s 
supervisory and related.services to pub¬ 
lic elementary and secondary schools in 
each of the fields of science, mathe¬ 
matics, and modern foreign language in¬ 
struction. The Federal Government will 
participate only in the additional 
amounts expended for such supervisory 
and related services. The description 
shall therefore clearly show how and to 
what extent each program provides a 
new service or is an improvement or ex¬ 
pansion of an existing service in the na¬ 
ture of supervision of instruction or a 
service which effectively contributes to 
the supervisory service to be rendered. 
The description of each of the programs 
shall set forth the scope of the agency’s 
activities and arrangements to be un¬ 
dertaken in carrying out such programs. 

§ 141.31 Expansion or improvement. 

An expansion or improvement of an 
existing program of supervisory or re¬ 
lated services is a program which in¬ 
volves additional expenditures by the 
State educational agency for such serv¬ 
ices to public elementary or secondary 
schools in the fields of science, mathe¬ 
matics, or modern foreign language over 
and above those hitherto expended for 
like services and does one or more of the 
following: (1) Provides for the employ¬ 
ment of additional qualified personnel 
to render such services; (2) provides for 
rendering additional or improved service 
to local educational agencies; (3) ex¬ 
tends the services already being ren r 
dered to more local educational agencies. 

§ 141.32 Time basis for measurement. 

Whether a program is an "expansion” 
or "improvement” of an existing program 
will, for the fiscal year 1959, be measured 
against the activities being carried on by 
the State educational agency prior to 
September 2, 1958. For those States 
which first submit plans after fiscal year 
1959, and with respect to additional pro¬ 
grams submitted after fiscal year 1959, 
improvement or expansion in such pro¬ 
grams will be measured against the ac¬ 
tivities being carried on by the State 
educational agency prior to the first day 
of the fiscal year in which the program 
is submitted for approval. (See § 141.31.) 

§ 111.33 Eligible cost. 

(a) Types. The cost of administration, 
supervisory, and related services in 
science, mathematics, and modern for¬ 
eign language in which Federal partici¬ 
pation may be claimed include such 
categories of expense as the following, to 
the extent that the items of cost are 
attributable to the programs approved 
under the State plan: (1) Salaries of the 
staff, both clerical and professional; (2) 


consultants’fees; (3) committees, work¬ 
shops and conferences, including the 
travel of those representing the State 
agency or acting in an advisory capacity 
to it; (4) office equipment and equipment 
necessary for State programs of super¬ 
vision of instruction in the fields of 
science, mathematics, or modern foreign 
language; (5) communication; (6) sup¬ 
plies, printing, and printed materials, 
including reference books; (7) office 
space as provided in paragraph (b) of 
tills section; (8) employer’s contribu¬ 
tions to retirement, workmen’s compen¬ 
sation, and other welfare funds main¬ 
tained for one or more general classes of 
employees of the State agency; and (9) 
travel of staff and consultants. 

(b) Office space. Federal financial 
participation shall be available in ex¬ 
penditures for office space (including the 
cost of utilities and janitorial services) 
in privately or publicly owned buildings 
if: (1) The expenditures for the space are 
necessary, reasonable, and properly re¬ 
lated to the efficient administration of 
the plan or the expansion or improve¬ 
ment of supervisory or related services 
covered by the plan; (2) the State agency 
will receive the benefits of the expendi¬ 
tures during the period of occupancy 
commensurate with such expenditures; 
(3) the amounts paid by the State agency 
are not in excess of comparable rental 
in the particular locality; (4) the ex¬ 
penditures represent an actual cost to 
the State agency; and (5) in publicly 
owned buildings, like charges are made 
to other agencies occupying similar 
space. 

Dated: December 23, 1959. 

[seal] Wayne O. Reed, 

Acting U.S. Commissioner of 
Education. 

Approved: December 28, 1959. 

Arthur S. Flemming, 

Secretary. 

(PR. Doc. 60-11142; Filed, Dec. 30. 1959; 

8:45 ajn.J 


part 1 4 2 — LOANS TO PRIVATE 
NONPROFIT SCHOOLS FOR AC¬ 
QUISITION OF EQUIPMENT FOR 
STRENGTHENING INSTRUCTION IN 
SCIENCE, MATHEMATICS, AND 
MODERN FOREIGN LANGUAGE 

Part 142 establishes regulations for the 
administration of section 305 of Title III 
of the National Defense Education Act 
of 1958, Public Law 85-864, as amended, 
(72 Stat. 1590, 20 U.S.C., 445). 

Part 142 reads as follows: 

Subpart A—Scope of Section 305 

See. 

142.1 Purpose of loan program. 

Subpart B—Definitions 

142.2 Definitions. 

Subpart C—Application 

142.3 Piling application. 

142.4 Amount of loan. 

142.5 Proposal for the acquisition of equip¬ 

ment. 

142.6 Proposal for minor remodeling. 
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142.7 Authorization, 

H2.8 Additional Information. 

Subpart D—Loan Procedures 

1 *2.9 Review of application. 

142.10 Promissory note. 

142.11 Loan conditions. 

142.12 Interest. 

142.13 Repayment. 

142.14 Records and reports. 

Authority: §§ 142.1 to 142.14 Issued under 
sections 305, 1001, 72 Stat. 1590, 1602; 20 
U.S.C. 445. 581. 

Subpart A—Scope of Section 305 
§ 142.1 Purpose of loan program. 

The Federal Government makes loan 
funds available under the provisions of 
section 305 of the Act to eligible private 
nonprofit elementary and secondary 
schools for the acquisition of equipment 
and materials suitable for use in 
strengthening instruction in science, 
mathematics, and modem foreign lan¬ 
guage and for minor remodeling of lab¬ 
oratory or other space used for such 
equipment and materials. 

Subpart B—Definitions 

§ 142.2 Definitions. 

As used in this part: 

(a) “Act” means the National Defense 
Education Act of 1958, Public Law 85- 
864 (72 Stat. 1580). 20 U.S.C., Ch. 17. as 
amended by Public Law 86-70, 73 Stat. 
144. 

<b) “Application” means a request to 
borrow funds from the United States 
under section 305(b) of the Act. sub¬ 
mitted in such form as the Commissioner 
may require. 

(c) “Commissioner” means the United 
States Commissioner of Education, De¬ 
partment of Health, Education, and Wel¬ 
fare, or his delegate. 

(d) “Elementary school” means a 
school which provides elementary educa¬ 
tion as determined under State law. 

(e) “Equipment” means fixed or mov¬ 
able articles, not an integral part of a 
building, which are particularly appro¬ 
priate for providing instruction in sci¬ 
ence. mathematics, or modern foreign 
language, and which are to be used by 
teachers in teaching or by students in 
learning in such courses in an instruc¬ 
tional situation in a classroom or labora¬ 
tory in an elementary or secondary 
school. The term does not include or¬ 
dinary storage facilities, furniture, or 
equipment which are appropriate for 
furnishing or equipping general class¬ 
rooms. “Equipment” includes “ma¬ 
terials,” as that term is defined in para¬ 
graph (f) of this section, and audio¬ 
visual equipment, such as motion picture 
and slide projectors and recording equip¬ 
ment to be used in instructional pro¬ 
grams of science, mathematics, or 
modern foreign languages. 

(f) “Materials” means films, filmstrips, 
slides, tapes, discs, and recordings; books, 
pamphlets and periodicals for reference 
use (other than textbooks, as defined in 
paragraph (p) of this section), and other 
printed materials, such as maps and 
charts which are particularly appropri¬ 
ate as media for instruction in the fields 
of science, mathematics, or modem for- 
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eign language, or one of the branches of 
one of them. As distinguished from sup¬ 
plies, materials are items which with 
reasonable care and use may be expected 
to last for more than one year. (For 
example, chemicals and other supplies 
which are consumed in use, may not be 
purchased under this program.) 

(g) “Mathematics” means the study of 
shape. arrangement, and number 
through units or courses normally re¬ 
quired of pupils in elementary grades, 
or for high school graduation, or for 
admission to post high school institu¬ 
tions, and through elective courses. 

(h) “Modem foreign language” means 
a language, other than English, which is 
in current use as a common medium of 
communication by some substantial seg¬ 
ment of the world population. (Latin is 
not a modern foreign language.) 

(i) “Nonprofit,” as applied to a school, 
means a school, owned and operated by 
one or more nonprofit corporations or 
associations no part of the net earnings 
of which inures, or may lawfully inure, 
to the benefit of any private shareholder 
or individual. 

(J) “Private,” as applied to a school, 
means a school, established by an agency 
other than a State or a political sub¬ 
division or any combination of either or 
both, and which is supported in part, or 
in whole, by other than public funds and 
is administered and controlled by other 
than publicly elected or appointed 
officials. 

(k) “Project” means a proposal by a 
school, as detailed in a loan application, 
to strengthen instruction in science, 
mathematics, or modern foreign lan¬ 
guage, through the acquisition of labora¬ 
tory or other special equipment (includ¬ 
ing. if necessary, minor remodeling). 

(l) “School” means an instructional 
organization consisting of a group of 
pupils comprised of one or more grade 
groups, organized as one unit with one 
or more teachers to impart education 
classified as elementary or secondary 
education under State law, and housed 
in one school plant of one or more build¬ 
ings. (Secondary education does not 
include any education provided beyond 
the twelfth grade level.) 

(m) “Science” includes physical and 
biological sciences, but not the social 
sciences. 

(n) “Secondary school” means a 
school which provides secondary educa¬ 
tion as determined under State law at 
the twelfth grade level or below. 

(o) “State” means a State, Puerto 
Rico, the District of Columbia, the Canal 
Zone. Guam, or the Virgin Islands. 

(p) “Textbook” means a book, work¬ 
book or manual, a copy of which is ex¬ 
pected to be available for the individual 
use of each pupil. 

Subpart C—Application 

§ 142.3 Filing application. 

A school desiring to borrow funds shall 
file an application with the Commis¬ 
sioner. Such application shall include 
satisfactory evidence of the school's 
eligibility as a private nonprofit ele¬ 
mentary or secondary school, and of its 
legal identity. 


§ 142.4 Amount of loan. 

(a) Request by applicant . Each ap¬ 
plication shall include: 

(1) A request for a loan in a definite 
amount; 

(2) A proposed schedule of repayment 
of principal, with interest, within 10 
years of the date of the loan; and 

(3) Information concerning the finan¬ 
cial condition and credit of the appli¬ 
cant and of any proposed guarantor. 

(b) Limitation on amount. A loan 
shall be limited to the amount which 
may reasonably be expected to be ex¬ 
pended for the acquisition of equipment 
and for minor remodeling, without undue 
delay after receipt of the funds. 

§ 142.5 Proposal for tlie acquisition of 
equipment. 

(a) The list. Each application shall 
contain an itemized list of the equipment 
which is proposed to be acquired with 
the loan funds and the estimated cost 
thereof. The list shall be organized by 
subject of instruction and grade level at 
which the equipment is to be used. 

(b) Equipment. Each application 
shall show that the equipment included 
in the list is suitable as to type, quantity 
and quality for use in strengthening in¬ 
struction in science, mathematics or 
modern foreign language in the applying 
school. Equipment to be acquired may 
be either new or used so long as fair 
value is received. 

§ 142.6 PropoHul for minor remodeling. 

(a) Purposes and conditions. Minor 
remodeling for which loan funds are to 
be used shall be: 

(1) Needed to make effective use of 
equipment being acquired with the loan 
funds; 

(2) Performed within the space [n 
which the equipment is to be used; and 

(3) Performed in a previously com¬ 
pleted building. 

(b) Maintenance. The cost of build¬ 
ing maintenance shall not be paid with 
loan funds. 

(c) Building ownership. Minor re¬ 
modeling may be done in a building 
owned by or under lease to the applying 
school. If the building is leased, the 
leasehold interest shall justify the cost 
of the remodeling to be accomplished 
with loan funds. 

(d) Content of application. If the 
application contains a request for funds 
for minor remodeling, it shall specify 
the w’ork to be done, the cost thereof, 
and show that the remodeling is neces¬ 
sary to make effective use of equipment 
included in the list required by § 142.5(a). 

§ 142.7 Authorization. 

(a) Authorized representative. The 
application shall be signed by the au¬ 
thorized representative of the school and 
shall contain satisfactory evidence of his 
authority: 

(1) To submit an application to bor¬ 
row money for the use of the school; and 

(2) To represent the governing au¬ 
thority of the school in negotiating with 
respect to the loan. 

(b) Identity of the officer to sign note . 
The application shall also identify the 
officer empowered to sign the promissory 
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note, and shall indicate the basis of his 
authority. 

§ 142.8 Additional information* 

The application shall contain such ad¬ 
ditional information as the Commis¬ 
sioner may deem necessary. 

Subpart D—Loan Procedures 

§ 1 12.9 Review of application. 

Action on a loan application will be 
based on a review of information con¬ 
tained in the application and any other 
pertinent data which may be obtained. 

§ 142.10 Promissory note. 

(a) Execution of note. After the 
Commissioner approves an application, 
he will request the legal entity respon¬ 
sible for the financial obligations of the 
school to execute a promissory note. 
The note will include a schedule of pay¬ 
ments of principal, with interest to the 
date of payment on the unpaid principal 
of the loan. 

(b) Paymeyit to school . After receipt 
of the duly executed promissory note, 
the Commissioner will cause the loan 
funds to be paid to the school. 

(c) Return of note . The duly exe¬ 
cuted promissory note shall be returned 
within a reasonable time. If not so re¬ 
turned, the Commissioner may rescind 
approval of the loan application. 

§ 142.11 Loan conditions. 

(a) Assurance of repayment. All 
loans shall be of such sound value or so 
secured as reasonably to assure 
repayment. 

(b) Use of loan funds . All loans shall 
be on condition that the funds borrowed 
will be used only for the acquisition of 
equipment and minor remodeling, sub¬ 
stantially similar to that described in 
the approved application. 

(c) Time for use. Loan funds shall 
be used by the school within a reasonable 
time. 

(d) Unused and misused funds. Loan 
funds that are not used within a reason¬ 
able time for the purposes set out in 
paragraph (b) of this section, and loan 
funds that are used for other pur¬ 
poses, shall become immediately payable 
in full, together with all interest accrued 
thereon. If the total amount not used 
for the acquisition of equipment or minor 
remodeling under an approved project 
does not exceed fifty dollars, this sub¬ 
section shall not apply. 

(e) Disposal and diversion of equip¬ 
ment acquired. During the period of the 
loan the equipment acquired with loan 
funds shall not be disposed of nor its 
use diverted to any purpose not specified 
in the Act or Regulations. 

(1) In the event of such disposal or 
diversion of use, the balance of the loan 
shall, at the option of the Commissioner, 
become at once due and payable, to¬ 
gether with accrued interest thereon. 

(2) Any diversion not consistent with 
the Act and Regulations, and any 
disposal, shall be reported to the 
Commissioner. 

(f) Time of acquisition. Loan funds 
shall not be used for the acquisition of 
equipment (and minor remodeling) for 
which film commitments have been 


made prior to the approval of the 
' application. 

§ 142.12 Interest. 

(a) Determination of interest rate . 
Loans shall bear interest at the rate 
arrived at by adding one-quarter of one 
per centum per annum to the rate which 
the Secretary Qf the Treasury determines 
to be equal to the current average yield 
on all outstanding marketable obliga¬ 
tions of the United States as of the last 
day of the month preceding the date the 
application for the loan is approved and 
by adjusting the result so obtained to 
the nearest one-eighth of one per 
centum. 

(b) Effective interest rate. The in¬ 
terest rate in effect at the time a loan is 
approved shall remain in effect for the 
life of the loan. 

(c) Accrual of interest . Interest shall 
accrue from the date of payment of loan 
principal to the school. 

§ 142.13 Repay men!. 

(a) Date of maturity. Loans shall 
mature and be repayable on such date 
as may be agreed to by the Commissioner 
and the borrower, but such date shall not 
be more than ten years after the date on 
which such loan was made. 

(b) Prepayment. 1 oans may be pre¬ 
paid in full or in part at any time, with 
interest to the date of payment, without 
penalty for prepayment in advance.of 
schedule. 

§ 142.14 Records and reports. 

(a) Records. Each school that re¬ 
ceives a loan shall maintain accessible 
and intact, for audit purposes, all 
records supporting the use of loan funds 
until the loan has been repaid in full, or 
until three years after receipt of loan 
funds, whichever is later. 

(b) Reports. Each school that re¬ 
ceives a loan shall furnish such reports 
regarding the use of loan funds as the 
Commissioner may require. 

Dated: December 23, 1959. 

I seal) Wayne O. Reed, 

Acting U.S. Commissioner 
of Education. 

Approved: December 28, 1959. 

Arthur S. Flemming, 

Secretary. 

(F.R. Doc. 59—11139; Filed, Dec. 30, 1959; 

8:45 am.) 


PART 143—GUIDANCE, COUNSEL¬ 
ING, AND TESTING; IDENTIFICA¬ 
TION AND ENCOURAGEMENT OF 
ABLE STUDENTS—S T A T E PRO¬ 
GRAMS 

Part 143 establishes regulations for 
the administration of sections 501-504 
(a), inclusive, of Title V of the National 
Defense Education Act of 1958, Public 
Law 85-864, as amended, 72 Stat. 1592, 20 
U.S.C. 481-484. 

Part 143 reads as follows: 

Subparf A—Definitions 

Sec. 

143.1 Definitions. 


Subpart B~State Plan—General Provisions 
Sec. 

143.2 State plan. 

143.3 State agency for administration. 

143.4 Authority of State agency. 

143.5 Custody of funds. 

143.6 State fiscal procedures. 

143.7 Qualifications of State positions. 

143.8 State agency program activities. 

143.9 Local school programs, personnel. 

and facilities. 

143.10 Reports. 

Subpart C—Federal Financial Participation 

143.11 Effective date of plan. 

143.12 Federal participation in general. 

143.13 Proratlon of costs. 

143.14 Application of State rules. 

143.15 Use of State rule In determining the 

fiscal year’s allotment to which an 
expenditure is chargeable. 

143.16 Reimbursement of local educational 

agencies. 

143.17 Disposal of records. 

Subpart D—Federal Payment Procedures 

143.18 Annual estimates and financial re¬ 

ports. 

143.19 Federal payments. 

143.20 Effect of Federal payments. 

143.21 Request for payment of Federal 

funds. 

143.22 Certifying payment. 

143.23 Interest on Federal grants. 

Subpart E—State Agency Program Activities 

143.24 General program operations. 

143.25 Travel expense. 

143.26 Studies, investigations, and experi¬ 

mentations. 

143.27 Supervision of professional person¬ 

nel. 

Subpart F—Program for Testing Aptitudes end 
Ability 

143.28 Purposes of testing program. 

143.29 Testing defined. 

143.30 Conduct of testing program. 

143.31 Plan requirements solely applicable 

to the program for testing apti¬ 
tudes and abilities. 

Subpart G—Guidance and Counseling Programs 
In Public Secondary Schools 

143.32 Scope and purposes. 

143.33 Categories of expenditures appUcable 

to approved local guidance and 
counseling programs. 

143.34 Plan requirements solely applicable 

to guidance and counseling pro¬ 
grams. 

Authority: §§ 143.1 to 143.34 issued under 
sections 501-504, 1001. 72 Stat. 1592-1593. 
1602; 20 U.S.C. 481-484, 581. 

Subpart A —Definitions 
§ 143.1 Definitions. 

As used in this part: 

(a) “Act” means the National De¬ 
fense Education Act of 1958, Public Law 
85-864 (72 Stat. 1580), 20 U.S.C. Ch. 
17, as amended by Public Law 86-70, 73 
Stat. 144. 

(b) “Class” means a group of students 
assembled for instruction for a given 
period of time under one teacher, but 
not necessarily the same teacher, in a 
situation where the students are in the 
presence of the teacher. 

(c) “Commissioner” means the United 
States Commissioner of Education, De¬ 
partment of Health, Education, and Wel¬ 
fare, or his delegate. 

(d) “Department” means the Depart¬ 
ment of Health, Education, and Welfare. 
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(e) “Fiscal year," as used with respect 
to reporting and accounting require¬ 
ments herein, means the period begin¬ 
ning on the first day of July and ending 
on the following June 30. 

(f) “Local educational agency M means 
a board of education or other legally 
constituted local school authority having 
administrative control and direction of 
public secondary schools in a city, county, 
township, school district, or other politi¬ 
cal subdivision in a State. 

(g) “Public/' as applied to any school, 
does not include a school of any agency 
of the United States. 

(h) “Secondary school” means those 
grades which provide secondary educa¬ 
tion as determined under State law, not 
beyond grade 12, on an organized class 
basis, with one or more teachers to give 
instruction of a defined type, and housed 
in a school plant of one or more buildings. 
“Public secondary school” means those 
secondary schools operated as part of 
the public secondary, common, school 
system of the State. 

(i) “State” means a State, Puerto 
Rico, the District of Columbia, the Canal 
Zone, Guam, or the Virgin Islands. 

(j) “State educational agency” or 
“State agency” means the State board of 
education or other agency or officer 
primarily responsible for the State su¬ 
pervision of public elementary and sec¬ 
ondary schools, or. if there is no such 
officer or agency, an officer or agency 
designated by the governor or by State 
law. 

Subpart B—State Plan—General 
Provisions 
§ 1 13.2 State plan. 

(a) Purpose . A basic condition for 
the payment of Federal funds to a State 
for the establishment, maintenance, or 
extension in secondary schools of guid¬ 
ance and counseling programs and for 
testing programs to identify students 
with outstanding aptitudes and ability 
is a State plan meeting the requirements 
of section 503(a) of the Act. The plan 
shall include a general description of 
the present guidance, counseling, and 
testing activities of the State and local 
educational agencies and the guidance, 
counseling, and testing programs to be 
established under the plan. The plan 
shall set forth the objectives to be ac¬ 
complished through the proposed pro¬ 
grams during the four-year period dur¬ 
ing which Title V of the Act is in effect, 
and shall show how the realization of 
these objectives will result in more 
adequate guidance, counseling, and test¬ 
ing in secondary schools in the State. 
The plan, when approved by the Commis¬ 
sioner, shall constitute the basis on which 
Federal grants will be made, as well as 
a basis for determining the propriety 
of State and local expenditures in which 
Federal participation is requested. 

(b) Subinission. The State plan and 
aJ1 amendments thereto shall be sub¬ 
mitted to the Commissioner by a duly 
authorized officer of the State educa-, 
tional agency. The plan shall indicate 
the official or officials authorized to sub- 

plan material. 
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(c) Amendment. The administration 
of the programs shall be kept in con¬ 
formity with the approved State plan. 
Whenever there is any material change 
in the content or administration of a 
program, or when there has been a 
change in pertinent State law or in the 
organization, policies, or operations of 
the State educational agency affecting a 
program under the plan, the State plan 
shall be appropriately amended. 

<d) Certificate of the State educa¬ 
tional agency . The State plan and all 
amendments thereto shall include as an 
attachment a certificate of the officer 
of the State educational agency author¬ 
ized to submit the State plan to the ef¬ 
fect that the plan or amendment has 
been adopted by the State agency and 
that the plan, or plan as amended, will 
constitute the basis for operation and 
administration of the program (s) in 
which Federal participation under sec¬ 
tions 501-504(a), inclusive, will be 
requested. 

(e) Certificate of the State Attorney 
General. The plan shall also include as 
an attachment a certificate by the State’s 
Attorney General to the effect that the 
State agency named in the plan is the 
“State educational agency” as defined in 
§ 143.l(j) which has authority under 
State law to submit the State plan and 
to carry out the programs described 
therein as the sole State agency respon¬ 
sible for the administration of the plan, 
and that all of the plan provisions are 
consistent with State law. If an official, 
other than the Attorney General of the 
State, is designated by State law to advise 
the State educational agency on legal 
matters and if the rulings of such official 
have the same legal effect with respect 
to the agency as rulings of the Attorney 
General have with respect to agencies 
advised by him, the certificate may be 
made by such official. 

§ 143.3 Slate agency for administration. 

(a) Designation. The State plan shall 
give the official name of the agency 
which will be the sole agency for ad¬ 
ministering the plan. Such agency shall 
meet the criteria set forth in § 143.1(j) 
defining “State educational agency.” 

(b) Organization. The State plan 
shall describe, by chart or otherwise, the 
organization of the State staff for the 
administration of the programs set 
forth in the plan. The lines of authority 
within the administrative unit or units 
responsible for the programs under the 
plan shall be shown, together with the 
administrative relationships of such unit 
or units to the rest of the State educa¬ 
tional agency. 

§143.4 Authority of State agency. 

The State plan shall set forth the au¬ 
thority of the State educational agency 
under State law to submit the State plan 
and to administer the programs set 
forth therein, including a description of 
the supervisory relationships between 
the State agency and the local educa¬ 
tional agencies. Citations to. or copies 
of, all directly pertinent statutes and 
interpretations of them by appropriate 
State officials, whether by regulation. 
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policy statements, opinions of the At¬ 
torney General, or court decisions shall 
be furnished as part of the plan. All 
copies shall be certified as correct by an 
appropriate official. If the agency is not 
authorized under State law to expend 
funds for testing children attending one 
or more secondary schools in the State, 
the authorized officer of the agency shall 
so certify, indicating the schools or types 
of schools thus excluded and giving the 
legal basis for his conclusion. In such 
cases, the Commissioner will arrange for 
testing such children under the authority 
contained in section 504(b) of the Act. 

§ 143.5 Custody of funds. , 

The State plan shall designate the 
officer who will receive and provide for 
the custody of all funds to be expended 
under applicable State laws and regu¬ 
lations on requisition or order of the 
State agency. 

§ 143.6 State fiscal procedures. 

(a) State administration . The State 
plan shall describe the fiscal adminis¬ 
tration of the plan. Such administra¬ 
tion shall be conducted in accordance 
with applicable State laws, policies, and 
procedures, which shall be identified in 
the plan or set forth in an appendix. 
Accounts and supporting documents re¬ 
lating to any program involving Federal 
participation shall be adequate to per¬ 
mit an accurate and expeditious audit 
of the program 

(b) Audit of local educational agen¬ 
cies. All expenditures of local educa¬ 
tional agencies claimed for Federal par¬ 
ticipation shall be audited either by the 
State or by appropriate auditors at the 
local level. The State plan shall indi¬ 
cate how the accounts of local educa¬ 
tional agencies participating in the 
State plan will be audited; and, if the 
audit is carried out at the local level, 
how the State agency will secure infor¬ 
mation necessary to assure proper use 
of funds expended under sections 503 
and 504(a) of Title V of the Act by such 
local educational agencies. 

§ 143.7 Qualifications of State position*. 

(a) Staff. The State plan shall con¬ 
tain a description of the duties of and 
qualifications for professional positions 
for State personnel engaged in guid¬ 
ance, counseling, and testing activities 
for which funds are to be used under the 
State plan. If these positions are estab¬ 
lished by State statutes or regulations 
and provide the above information, give 
citation to such statutes, or copies of 
$uch regulations. 

(b) Advisory committee. If a State 
advisory committee on guidance, coun¬ 
seling, or testing is established, the plan 
shall describe the general composition 
and duties of this committee. 

§ 143.8 State agency program activities. 

The plan shall include the program 
of the State agency for the direction, co¬ 
ordination, and supervision of operations 
under the plan. Provision shall be made 
for periodic program reviews by the 
State agency at least annually for the 
purpose of appraising the status of the 
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programs in terms of the stated objec¬ 
tives. 

§ 143.9 Local school programs, person¬ 
nel, and facilities. 

If Federal funds are to be used to carry 
out the State program on the local level, 
the State educational agency shall have 
responsibility for establishing standards 
and procedures under the plan for the 
approval of local educational agency ac¬ 
tivities in guidance, counseling, and test¬ 
ing in which there is to be Federal par¬ 
ticipation. The plan shall specify the 
methods the State will use to assure that 
activities of the local educational agen¬ 
cies are in accordance with the State 
plan. 

§ 143.10 Reports. 

The State plan shall provide that the 
State agency will participate in such 
periodic consultations and will make 
such reports to the Commissioner, at 
such time, in such form, and containing 
such information as the Commissioner 
may consider reasonably necessary to 
enable him to perform his duties under 
Part A, Title V, of the Act and will com¬ 
ply with such provisions as he may find 
necessary to assure the correctness and 
verification of such reports. 

Subpart C—Federal Financial 
Participation 

§ 143.11 Elective dale of plan. 

Since the Federal Government par¬ 
ticipates only in amounts expended un¬ 
der the State plan, there can be no Fed¬ 
eral participation in any expenditure 
made before the plan is in effect. For 
the purposes of this section, the earliest 
date on which a plan may be considered 
in effect is the date on which it is re¬ 
ceived in substantially approvable form 
by the Commissioner. 

§ 143.12 Federal participation in gen¬ 
eral. 

After fiscal year 1959, the Federal Gov¬ 
ernment will pay from each State’s al¬ 
lotment, as reduced by expenditures re¬ 
quired pursuant to section 504(b) of the 
Act. one-half of the total sum expended 
under the approved State plan: (a) By 
the State and local educational agencies 
in the establishment, maintenance, or 
extension of guidance, counseling, or 
testing programs approved under the 
State plan; and (b) for State agency 
supervision and related services with 
respect to such programs. There can 
be no Federal financial participation in 
the payment of obligations incurred or 
in expenditures 1 made by local educa-~ 
tional agencies for local guidance and 
counseling programs if the programs 
have not first been approved by the 
State agency under an approved plan. 

§ 143.13 Proration of costs. 

Federal participation is available only 
with respect to that portion of any ex¬ 
penditure which is attributable to an ac¬ 
tivity under the State plan. The State 
plan shall specify the basis for identify¬ 
ing and prorating expenditures not at¬ 
tributable solely to State plan activities. 


§ 143.14 Application of State rules. 

Subject to the provisions and limita¬ 
tions of the Act and this chapter. Fed¬ 
eral financial participation w r ill be avail¬ 
able only in expenditures made under 
the plan in accordance with applicable 
State laws, rules, regulations, and stand¬ 
ards governing expenditures of State 
and local funds. 

§ 113.15 Use of State rule in determin¬ 
ing the fiscal year’s allotment to 
which an expenditure is chargeable. 

Each allotment to a State under sec¬ 
tion 502 or 1008 of the Act is made with 
respect to a fiscal year commencing on 
July 1 and ending the following June 
30. State and local laws and regulations 
shall be followed by the States in deter¬ 
mining to which fiscal year an expendi¬ 
ture by the State or local educational 
agency is chargeable for the purpose of 
earning the allotment. Each State, 
therefore, shall use the accounting basis 
(cash, accrual or obligation) applicable 
to its State or local accounting. 

§ 143.16 Reimbursement of local edu¬ 
cational agencies. 

State plans may provide that funds 
may be transferred to local educational 
agencies or other school authorities pur¬ 
suant to a plan program either in ad¬ 
vance or as reimbursement. Reimburse¬ 
ment or payment need not be uniform 
to all local educational agencies (i.e., 
the State plan may provide a method by 
which the ratio of Federal and State 
reimbursement to total expenditures may 
be adjusted to local needs). Such trans¬ 
fers shall not count as sums “expended” 
for the purposes of earning Federal fi¬ 
nancial participation (see §§ 143.12 and 
143.15). 

§ 143.17 Disposal of records. 

(a) General rule . The State educa¬ 
tional agency shall provide for keeping 
accessible and intact all records sup¬ 
porting claims for Federal grants or 
relating to the accountability of the 
grantee agency for expenditure of such 
grants and relating to the expenditure of 
matching funds: (1) for three years 
after the close of the fiscal year in which 
the expenditure was made by the State 
or local educational agency; (2) until 
the State agency is notified that-such 
records are not needed for program ad¬ 
ministration review; or (3) until the 
State agency is notified of the comple¬ 
tion of the Department’s fiscal audit, 
whichever is later. 

(b) Questioned expenditures. The 
records involved in any claim or expendi¬ 
ture which has been questioned shall 
be further maintained until necessary 
adjustments have been made and the 
adjustment have been reviewed and 
cleared by the Department. 

(c) Records of equipment. Where 
nonconsumable equipment which costs 
$10 or more per unit is purchased with 
Federal financial participation, inven¬ 
tories and other records supporting ac¬ 
countability shall be maintained until 
the State agency is notified of the com¬ 
pletion of the Department’s review and 
audit covering the disposition of such 
equipment. 


Subpart D—Federal Payment 
Procedures 

§ 143.18 Annual estimates and financial 
reports. 

(a) Content. For each fiscal year, the 
State agency shall submit, in accordance 
with procedures established by the Com¬ 
missioner: 

(1) A description of the activities to 
be carried on under the plan during the 
ensuing fiscal year; and 

(2) An estimate upon official forms of 
the expenditures to be made in carrying 
out these activities. 

(b) Effect of estimates. Expenditures 
will not be precluded from Federal finan¬ 
cial participation because of minor de¬ 
viations from the information submitted 
pursuant to paragraph (a) of this section 
if they are otherwise made in accord¬ 
ance with the approved plan and the 
regulations in this part. 

(c) Reports. Following the end of 
each fiscal year, the State agency shall 
submit, in accordance with procedures 
established by the Commissioner, a re¬ 
port of the total expenditures and ob¬ 
ligations made under the plan during the 
fiscal year. 

§ 143.19 Federal payments. 

Payments will be made semi-annually 
in advance to States with approved plans 
on the basis of estimates and reports of 
expenditures provided for in §§ 143.18 
and 143.21. In making payments, such 
adjustments of underpayments or over¬ 
payments for any prior period will be 
made as are indicated by the accounts 
for such prior period. In settling ac¬ 
counts subsequent to the close of fiscal 
year 1962, the State shall refund to the 
Commissioner any overpayment which 
may have been made under Title V of the 
Act. 

§ 143.20 Effect of Federal payments. 

(a) No waiver. Neither the approval 
of the State plan nor any payment to the 
State pursuant thereto shall be deemed 
to waive the right or duty of the Com¬ 
missioner to withhold funds by reason of 
the failure of the State to observe, before 
or after such administrative action, any 
Federal requirements. 

(b) Settlement of accounts. The final 
amount to which the State is entitled for 
any period is determined on the basis of 
expenditures under the State plan with 
respect to which Federal financial par¬ 
ticipation is authorized. 

§ 143.21 Request for payment of Fed¬ 
eral funds. 

Prior to the beginning of each semi¬ 
annual fiscal period, the State agency 
shall submit to the Commissioner upon 
official forms a statement of estimated 
total expenditures for activities under 
the plan during such semi-annual pe¬ 
riod, indicating the amount of funds 
available to pay the non-Federal share 
of the amount estimated. 

§ 143.22 Certifying payment. 

Payment will be certified after: (a) 
the State has on file in the Office of Edu¬ 
cation a plan approved by the Commis¬ 
sioner; (b) the estimates and reports 
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required in §§ 143.18 and 143.21 have 
been reviewed; and (c) the Commis¬ 
sioner is satisfied that the State will be 
able to carry out the plan during the 
current fiscal year. 

§ 113.23 Interest on Federal grants. 

Interest earned on Federal grants shall 
be credited to the United States. The 
State agency shall submit as a part of 
each fiscal report a statement showing 
the amount of interest earned on Federal 
funds during that period. Ordinarily 
such interest earnings will be considered 
in the adjustment of the Federal-State 
account; but for the last year of the pro¬ 
gram, payment of interest must be made 
by the State to the Commissioner. 

Subpart E—State Agency Program 
Activities 

§ 113.24 General program operations. 

Under Title V, Part A, of the Act there 
may be Federal participation in such 
State agency expenditures as are directly 
related to the establishment and main¬ 
tenance of adequate programs of guid¬ 
ance. counseling, and testing developed 
under the plan. 

(a) Categories of activities . Such 
programs may include the following ac¬ 
tivities: (1) The organization, general 
direction and coordination of the guid¬ 
ance, counseling, and testing programs 
established under the plan; (2) planning 
State programs and assisting in the 
planning of local programs; (3) assisting 
local guidance personnel in establishing, 
maintaining, or improving programs; (4) 
helping in the planning and preparation 
of materials and information for State 
and local programs; (5) evaluating the 
results of guidance, counseling, and test¬ 
ing programs; and (6) such other related 
activities as may be necessary for the 
organization, maintenance, and improve¬ 
ment of programs established under the 
plan. 

<b) Categories of expense. The costs 
of such programs for which funds may 
be used include items such as the follow¬ 
ing, but only to the extent that they are 
directly related to the supervision and 
operation of the plan programs of guid¬ 
ance. counseling, and testing: (1) Sal¬ 
aries of the State staff, in both profes¬ 
sional and clerical positions, including 
the employer’s contribution to retire¬ 
ment, workmen’s compensation, or other 
welfare funds maintained for one or more 
general classes of employees of the State 
educational agency; (2) communication; 
(3) office equipment and supplies; (4) 
printing and printed materials; (5) the 
purchase or rental of tests, answer sheets, 
profile sheets, cumulative record forms, 
and such other materials as may be 
necessary under the plan; (6) the rental 
of equipment conducive to efficiency in 
scoring, processing, and reporting the 
results of tests administered under the 
plan or, if owned by State or local educa¬ 
tional agencies, the pro-rata share of 
the cost of maintaining and operating 
such equipment; (7) rental of office space 
as provided in paragraph CO of this 
section; and (8) other costs provided for 
m the following sections. 

Office space. Federal financial 
Participation shall be available in ex¬ 
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penditures for office space (including the 
cost of utilities and janitorial services) 
in privately or publicly owned buildings 
if: (1) The expenditures for the space 
are necessary, reasonable, and properly 
related to the supervision and operation 
of the plan programs of guidance, coun¬ 
seling. and testing; (2) the State agency 
will receive the benefits of the expendi¬ 
tures during the period of occupancy 
commensurate with such expenditures; 
(3) the amounts paid by the State agency 
are not in excess of comparable rental 
in the particular locality; (4) the ex¬ 
penditures represent an actual cost to 
the State agency; and (5) in publicly 
owned buildings, like charges are made 
to other agencies occupying similar 
space. 

§ 143.25 Travel expense. 

The categories of allowable travel ex¬ 
pense for activities under the plan are 
the following, where consistent with 
State law and regulations: (a) Travel 
expense of the State staff when on official 
business; (b) travel expense of instruc¬ 
tors necessary to provide professional 
assistance to State or local supervisors, 
counselors, or other guidance personnel; 
(c) travel expense of consultants re¬ 
tained by the State educational agency: 
and (d) travel expense of members of 
the State Advisory Committee for guid- 
ance7 counseling, and testing, when on 
official committee business. 

§ 143.26 Studies, investigations, and ex¬ 
perimentations. 

Expenditures may be made under the 
plan to determine and evaluate: (1) 
Local or State guidance, counseling, and 
testing needs; (2) the effectiveness of 
procedures in guidance, counseling, and 
testing; and (3) the results of the pro¬ 
gram operations. Such expenditures 
may include those items allowed under 
§§ 143.24(b) and 143.25 which are 
appropriate. 

g 143.27 Supervision of professional 
personnel. 

The Federal Government will partici¬ 
pate on the same basis, as in the cate¬ 
gories of expense set forth in § 143.24(b) , 
with respect to the cost of the salaries 
and necessary travel expenses of super¬ 
visors, consultants, or instructors used 
by the State agency in the conduct of 
conferences and workshops to develop 
and improve and strengthen the conduct 
of guidance, counseling, and testing pro¬ 
grams and to develop materials helpful 
to the development and conduct of guid¬ 
ance, counseling, and testing programs. 

Subpart F—Program for Testing 
Aptitudes and Ability 

§ 143.28 Purposes of testing program. 

The Federal Government will partici¬ 
pate in expenditures to establish and 
maintain a program for testing aptitudes 
and abilities of students in public sec¬ 
ondary schools and. if authorized by 
law, in other secondary schools, to iden¬ 
tify students with outstanding aptitudes 
and abilities, reports of which may be 
used for the following purposes: (a) To 
provide such information about the 
aptitudes and abilities of secondary 
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school students as may be needed by 
secondary school guidance personnel in 
carrying out their duties; and (b) to 
provide information to other educational 
institutions relative to the educational 
potential of students seeking admission 
to such institutions. 

§ 143.29 Tesling defined. 

“Testing** as found in section 503(a) 
(1) of the Act means the use of tests 
which measure abilities from which 
aptitudes for the individual’s educational 
development validly may be inferred. 

§ 143.30 Conduct of testing program. 

(a) Utilizing other agencies . In ad¬ 
ministering the testing program the 
State educational agency may: (1) Uti¬ 
lize local educational agencies to conduct 
the testing program under State super¬ 
vision; (2) provide for a testing pro¬ 
gram to be planned and administered by 
a local educational agency under the 
plan in accordance with 5 143.9; and (3) 
contract with public or private institu¬ 
tions or agencies, or with individuals for 
services (e.g., scoring tests and reporting 
test results) which are not inconsistent 
with its responsibilty. 

(b) Expenditures of local educational 
agencies. If the State agency conducts 
a testing program under the provisions 
of subparagraph (1) or (2) of paragraph 
(a) of this section, expenditures other¬ 
wise appropriate are subject to Federal 
participation when made by the local 
educational agency for (1) the purchase 
or rental of tests, answer sheets, profile 
sheets, cumulative record forms, and 
such other materials as may be neces¬ 
sary under the plan; (2) the rental of 
equipment conducive to efficiency in 
scoring, processing, and reporting the 
results of tests administered under the 
plan or, if owned by State or local edu¬ 
cational agencies, the pro-rata share of 
the cost of maintaining and operating 
such equipment; or (3) contractual 
services not inconsistent with State and 
local responsibilities for scoring tests 
and reporting test results. 

§ 143.31 Plan requirements solely ap¬ 
plicable to the program for testing 
aptitudes and abilities. 

The plan shall describe in general 
terms the primary objectives of the pro¬ 
gram including procedures for making 
this program available to all secondary 
school students in a specified grade or 
grades and shall provide for annual re¬ 
views by the State agency of progress 
toward meeting these objectives. The 
plan shall describe the provisions for 
carrying out the programs, including: 

(a) The types of tests to be utilized for 
the measurement of aptitudes and abili¬ 
ties and the grade(s) to be tested; and 

(b) the procedures to be utilized in the 
administration and scoring of tests, and 
in the reporting and recording of test 
results. 

Subpart C—Guidance and Counseling 

Programs in Public Secondary 

Schools 

§ 143.32 Scope and purposes. 

Guidance and counseling programs in 
public secondary schools under the plan 
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shall serve both to advise students re¬ 
garding courses of study best suited to 
their ability, aptitudes, and skills, and to 
encourage students with outstanding ap¬ 
titudes and ability to complete their 
secondary school education, take the 
necessary courses for admission to insti¬ 
tutions of higher education, and enter 
such institutions. These programs shall 
provide assistance to students by assess¬ 
ing abilities, aptitudes, interests, and 
educational needs; developing under¬ 
standings of educational and career op¬ 
portunities and requirements; and 
helping them make the best possible use 
of these opportunities through the form¬ 
ulation and achievement of realistic 
goals. Such programs may be carried 
out by the following activities when di¬ 
rected to the foregoing purposes: 

(a) Collecting, organizing, and inter¬ 
preting such information as may be ap¬ 
propriate to the understanding of the 
student's abilities, aptitudes, interests, 
and other personal assets and liabilities 
related to educational and career plan¬ 
ning and progress. 

(b) Making available to the student 
and his parents such educational and 
career information as may be essential 
for them to understand the various edu¬ 
cational and career opportunities and re¬ 
quirements related to the choice of an 
educational program and a career. 

(c) Providing individual counseling (1) 
to help the student and his parents de¬ 
velop a better understanding of the stu¬ 
dent’s educational and occupational 
strengths and weaknesses; (2) to help 
the student and his parents relate his 
abilities and aptitudes to educational and 
career opportunities and requirements; 
(3) to help the student, with the assist¬ 
ance of his parents, make appropriate 
educational plans, including the choice 
of courses in the secondary school and 
the choice of an institution of higher 
education; (4) to stimulate desires in 
the student to utilize his abilities in at¬ 
taining appropriate educational and ca¬ 
reer goals; and (5) to provide for the 
student such assistance as may be needed 
for the development of his aptitudes and 
the full utilization of his abilities. 

<d> Providing services to encourage 
and assist students in making educa¬ 


tional transitions, such as placement In 
educational institutions beyond the high 
school. 

(e) Providing such group activities as 
may be necessary to orient students to 
the (1) high school program; (2) educa¬ 
tional opportunities beyond the high 
school; and (3) career opportunities and 
requirements. 

(f) Providing to teachers and school 
administrators such information about 
individual students or groups of students 
as may be necessary to enable them to 
plan curricular and instructional pro¬ 
grams appropriate to the educational 
needs of the student body and to the 
manpower needs of the State and the 
Nation. 

(g) Collecting and analyzing such in¬ 
formation as may be needed to evaluate 
the guidance and counseling program 
and to provide such guidance informa¬ 
tion as may be available and needed to 
evaluate the school’s program in terms 
of the educational needs of the students 
and of the State and the Nation. 

§ 143.33 Categories of expenditures ap¬ 
plicable to approved local guidance 
and counseling programs. 

Categories of allowable expenditures 
for the supervision and operation in 
public secondary schools of local guid¬ 
ance and counseling programs, approved 
by the State educational agency under 
the standards established pursuant to 
§ 143.34(a), include the following: 

(a) Salaries and necessary travel ex¬ 
penses of local school guidance person¬ 
nel to the extent that they are engaged 
specifically in activities under the plan 
and within the scope of the activities 
listed in § 143.32. The employer’s con¬ 
tribution to retirement, workmen's com¬ 
pensation, or other welfare funds main¬ 
tained for one or more general classes 
of employees of the local educational 
agency may be included. 

(b) Clerical assistance directly related 
to the operation of a local educational 
agency’s guidance and counseling pro¬ 
gram under the plan. 

(c) The purchase and maintenance of 
office equipment necessary to meet the 
plan requirements. 

<d) The purchase of such materials 
(including library source materials) and 


supplies as may be necessary to fulfill 
the functions of the guidance and coun¬ 
seling program under the plan. 

(e) Necessary travel expenses for lo¬ 
cal guidance personnel engaged in plan 
activities to participate in such confer¬ 
ences and workshops as may be approved 
under the plan by the State educational 
agency. 

§ 143.34 Plan requirements solely ap¬ 
plicable to guidance and counseling 
programs. 

The plan shall describe a program (s) 
for guidance and counseling which shall 
include the following items: 

(a) The standards and procedures to 

be employed by the State educational 
agency in approving local school pro¬ 
grams of guidance and counseling for 
participation under the plan. (1) Such 
standards shall provide for the utiliza¬ 
tion of a testing program which fulfills 
the testing program provisions estab¬ 
lished by the State plan pursuant to 
§ 143.31. (2) In addition, there shall 

be stated the recommended and the min¬ 
imum standards for approval, and the 
measures to be employed in achieving 
the recommended standards. These 
standards shall cover each of the follow¬ 
ing areas: (i) The guidance and coun¬ 
seling activities to be provided; (ii) the 
qualifications for local school guidance 
positions; (iii) the counselor-student 
ratio; and (iv) the physical facilities, 
equipment, and materials. 

(b) The methods and procedures to 
be employed by the local educational 
agencies in the supervision of local school 
guidance and counseling programs under 
the plan. 

(c) The means to be used by the local 
educational agencies for coordinating the 
guidance and counseling program with 
other student personnel services. 

Dated: December 23.1959. 

fSEALl Wayne O. Reed, 

Acting ZJ.S. Commissioner of 
Education. 

Approved: December 28,1959. 

Arthur S. Flemming, 

Secretary. 

(PR. Doc. 69-11141; Filed. Dec. SO, 1959; 

8:45 aon.] 


PROPOSED RULE MAKING 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

I 7 CFR Part 936 1 

FRESH BARTLETT PEARS, PLUMS, AND 
ELBERTA PEACHES GROWN IN 
CALIFORNIA 

Handling 

Notice is hereby given that the Depart¬ 
ment is considering a proposed amend¬ 
ment, as hereinafter set forth, to the 
rules and regulations (Subpart—Rules 
and Regulation; 7 CFR 936.100, 24 F.R. 


469) currently in effect pursuant to the 
applicable provisions of Marketing 
Agreement No. 85, as amende d, an d Or¬ 
der No. 36, as amended (7 CFR Part 
936), regulating the handling of fresh 
Bartlett pears, plums, and Elberta 
peaches grown in California. This is a 
regulatory program effective under the 
Agricultural Marketing Agreement Act 
of 1937, as amended (7 U.S.C. 601-674). 

The amendment to the said rules and 
regulations was proposed by the Con¬ 
trol Committee, established under the 
said amended marketing agreement and 
order as the agency to administer the 
terms and provisions thereof. The 


amendment changes the representation 
of certain districts on the Bartlett Pear 
Commodity Committee. The said 
amendment is as follows: 

1. Delete § 936.116 and substitute 
therefor the following: 

§ 936.116 Changes in represent a l ion of 
certain districts on Bartlett Pear 
Commodity Committee. 

The representation or membership on 
the Bartlett Pear Commodity Committee 
is changed to provide for: 

(a) Three (3) members to represent 
the North Sacramento Valley District. 
Central Sacramento Valley District. Sac¬ 
ramento River District, Stockton Dis- 
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• 

trict. Contra Costa District, Santa Clara 
District, and Solano District; 

<b> Two (2) members to represent 
the Placer District; 

(c) Three (3) members to represent 
the Lake District; 

(d) One (1) member to represent the 
North Coast District and the North Bay 

District; 

<e) One (1) member to represent the 
Colfax District; and 

(f) Two (2) members to represent the 
El Dorado District; and all of the area 
not included in the North Sacramento 
Valley District, Central Sacramento Val¬ 
ley District, Colfax District, Placer Dis¬ 
trict, Sacramento River District, Stock- 
ton District, Solano District, Contra 
Costa District. Santa Clara District. Lake 
District, North Coast District, and North 
Bay District. 

All persons who desire to submit 
written data, views, or arguments for 
consideration in connection with the 
proposed amendment should do so by 
forwarding same to the Director, Fruit 
and Vegetable Division, Agricultural 
Marketing Service, Room 2077, South 
Building, Washington 25, D.C., not later 
than the tenth day after publication of 
this notice in the Federal Register. 

Dated: December 28, 1959. 

S. R. Smith, 

Director , Fruit and Vegetable 
Division, Agricultural Market¬ 
ing Service. 

[F.R. Doc. 59-11146; Filed. Dec. 30, 1959; 

8:46 a.m.| 


DEPARTMENT OF HEALTH. EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 
[ 21 CFR Part 121 ] 

FOOD ADDITIVES 

Substances Generally Recognized as 
Safe; Trace Minerals in Animal 
Feed 

In accordance with the provisions of 
the Federal Food. Drug, and Cosmetic 
Act (secs. 409, 701, 72 Stat. 1785, 52 Stat. 
1055, as amended; 21 U.S.C. 348. 371), 
the Commissioner of Food and Drugs, 
pursuant to the authority delegated to 
him by the Secretary of Health, Edu¬ 
cation, and Welfare (23 Fit. 9500), pro¬ 
poses to add the following trace minerals 
that are incorporated in animal feeds to 
the list of substances generally recog¬ 
nized as safe (Subpart B, § 121.101 (24 
F.R. 9368)): 

§ 121.101 Substance* that are gener¬ 
ally recognized as safe. 

• • • • • 

(d) • • • 

(9) Trace minerals added to animal 
feeds. These substances are added to 
animal feeds as nutritional dietary sup¬ 
plements, under the conditions set 
forth, and within the limits indicated in 
the list: 


Element 


Limits 


Conditions 


Percent 


Cobalt.. 

Source compounds: 

Cobalt acetate. 

Cobalt carbonate. 

Cobalt chloride. 

Cobalt oxide. 

Cobalt sulfate. 

Copper.—. 

Source compounds: 
Copper carbonate. 
Copper chloride. 

Coppor gluconate. 
Copper hydroxide. 
Copper oxide. 

Copper sulfate. 

Iodine.. 

Source compounds: 
Calcium iodnte. 

Cuprous lodido. 
Potassium iodate. 
Potassium iodide. 
Thymol Iodide. 

Iron..—... 

Source compounds: 

Ferric ammonium cit¬ 
rate. 

Ferric chloride. 

Ferric oxide. 

Ferric phosphato. 

Ferric pyrophosphate. 
Ferrous carbonate. 
Ferrous gluconate. 
Ferrous sulfate. 

Reduced iron. 

Manganese.. 

Source compounds: 
Manganese carbonate. 
Manganese chloride. 
Mauganese dioxide. 
Manganese gluconate. 
Manganese oxide. 
Manganese sulfate. 
Manganese phosphate 
(dibasic). 

Zinc.—.. 

Source comjwunds: 

Zinc acetate. 

Zinc carbonate. 

Zinc chloride. 

Zinc oxide. 

Zinc sulfate. 


a 0002 


To feeds for 
mm inants 
only. 


.0050 


.00015 


.0250 


.0050 


.0050 


To the diet of 
poultry and 
swine only. 


The Commissioner of Food and Drugs 
hereby offers an opportunity to all in¬ 
terested persons to present their views 
in w'riting w f ith reference to this pro¬ 
posal to the Hearing Clerk, Department 
of Health, Education, and Welfare, 330 
Independence Avenue SW., Washington 
25, D.C., within 30 days from the date 
of publication of this notice in the Fed¬ 
eral Register. Comments may be ac¬ 
companied by a memorandum or brief 
in support thereof, and it is requested 
that all comments be submitted in 
quintuplicate. 

(Sec. 701, 52 Stat. 1055, as amended; 21 
UJS.C. 371. Interprets or appUes sec. 409, 72 
Stat. 1785 etseq.; 21 U.S.C. 371) 

Dated; December 22,1959. 

[seal] Geo. P. Larrick, 

Commissioner of Food and Drugs. 

[F.R. Doc. 59-11133; FUed, Dec. 30, 1959; 

8:45 a. m.] 


NOTICES 

DEPARTMENT OF THE TREASURY 

Foreign Assets Control 
SILK PIECE GOODS 

Available Certification by the 
Government of India 

Certificates of origin issued by the 
Ministry of Commerce and Industry of 


the Government of India under proce¬ 
dures agreed upon between that Govern¬ 
ment and the Foreign Assets Control are 
now available with respect to the im¬ 
portation into the United States direct¬ 
ly. or on a through bill of lading, from 
India of the folloiving commodity: 

Silk piece goods, muga. 

[seal! Elting Arnold, 

Acting Director , 
Foreign Assets Control. 

(FR. Doc. 59-11056: Filed, Dec. 30. 1959; 

8:45 a.m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

EL CAJON AUCTION & CATTLE CO., 
INC., ET AL. 

Proposed Posting of Stockyards 

The Director of the Livestock Divi¬ 
sion, Agricultural Marketing Service, 
United States Department of Agricul¬ 
ture. has information that the livestock 
markets named below are stockyards as 
defined in section 302 of the Packers and 
Stockyards Act, 1921, as amended (7 
U.S.C. 202), and should be made subject 
to the provisions of the act. 

El Cajon Auction & Cattle Co., Inc., El 
Cajon. California. 

Pumpkin Center Auction Company, Pump¬ 
kin Center, California. 

Notice is hereby given, therefore, that 
the said Director, pursuant to authority 
delegated under the Packers and Stock- 
yards Act, 1921, as amended (7 U.S.C. 
181 et seq.), proposes to issue a rule 
designating the stockyards named above 
as posted stockyards subject to the pro¬ 
visions of the act, as provided in section 
302 thereof. 

Any person w r ho wishes to submit writ¬ 
ten data, views, or arguments concern¬ 
ing the proposed rule may do so by fil¬ 
ing them with the Director, Livestock 
Division, Agricultural Marketing Serv¬ 
ice, United States Department of Agri¬ 
culture. Washington 25, D.C.. within 15 
days after publication hereof in the Fed¬ 
eral Register. 

Done at Washington, D.C„ this 28th 
day of December 1959. 

John C. Pierce, 
Acting Director, Livestock Divi¬ 
sion, Agricultural Marketing 
Service. 

[F.R. Doc. 59-11147; Filed, Dec. 30.‘ 1959; 
8:46 a.m.] 


FEDERAL COMMUNICATIONS 
COMMISSION 

[Docket No. 13064 etc.; FCC 59-1290] 

COUNTY BROADCASTING CORP. 

ET AL. 

Memorandum Opinion and Order 
Amending Issues 

In re applications of: County Broad¬ 
casting Corporation, Gloucester. Massa- 
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chusetts, Docket No. 13064, Pile No. BP- 
11602; Consolidated Broadcasting In¬ 
dustries, Inc., Natick, Massachusetts, 
Docket No. 13065, Pile No. BP-11677; 
WKOX, Inc., Beverly, Massachusetts, 
Docket No. 13066, Pile No. BP-12423; 
Charles A. Bell, George J. Helmer, m, 
Wayne H. Lewis, and Edward Bleier, d/b 
as Newton Broadcasting Company, New¬ 
ton, Massachusetts, Docket No. 13067, 
Pile No. BP-12884; Transcript Press, Inc., 
Dedham, Massachusetts, Docket No. 
13068, Pile No. BP-12901; Berkshire 
Broadcasting Corporation, Hartford 
Connecticut, Docket No. 13069, File No. 
BP-12917; United Broadcasting Co., Inc., 
Beverly, Massachusetts, Docket No. 
13070, File No. BP-13103; Grossco, Inc., 
West Hartford, Connecticut, Docket No. 
13071, Pile No. BP-13141; for construc¬ 
tion permits for new standard broadcast 
stations. 

1. The Commission has before it a 
petition for clarification or amendment 
of Issue 5, filed August 28, 1959, by 
WKOX, Inc., and a reply thereto, filed 
October 8, 1959, by the Commission’s 
Broadcast Bureau. 

2. WKOX, Inc., is an applicant for a 
new standard broadcast station at Bev¬ 
erly, Massachusetts. In response to a 
section 309(b) letter. WKOX, Inc., filed 
an engineering statement designed to 
show that its proposal would not contra¬ 
vene § 3.188(b)(1) of the Commission's 
rules and requested a waiver of the re¬ 
quirements of the Rule should the Com¬ 
mission conclude otherwise. While 
Issue 5 in the captioned proceeding in¬ 
quires whether the proposal of WKOX, 
Inc., would provide the coverage of the 
city to be served, as required by § 3.188 
(b)(1) of the rules, there was inad¬ 
vertently omitted from the issue the 
question of whether a waiver of this Rule 
is warranted in the event of non-compli¬ 
ance therewith. The request of WKOX, 
Inc., that such issue be included will ac¬ 
cordingly be granted. 

3. Issue 6 in the captioned proceeding 
requires a determination of whether ap¬ 
plicant Berkshire Broadcasting Corpora¬ 
tion would provide the coverage of the 
city to be served as required by § 3.188 
(b)(2) of the rules, and Issue 9 directs 
the same inquiry to the proposal of ap¬ 
plicant United Broadcasting Co., Inc. 
We agree with the Broadcast Bureau 
that these tw f o issues should be amended 
to permit a determination of whether a 
waiver of § 3.188(b) (2) of the rules is 
warranted in the event of non-compli¬ 
ance therewith. 

Accordingly , it is ordered , This 22d 
day of December 1959, that the petition 
for clarification or amendment of Issue 
5, filed August 28, 1959. by WKOX, Inc., 
is granted; 

It is further ordered , That Issue 5 is 
amended to read as follows: 

5. To determine whether the instant 
proposal of WKOX, Inc., would provide 
the coverage of the city sought to be 
served, as required by § 3.188(b)(1) of 
the Commission rules, and if not, whether 
circumstances exist which would war¬ 
rant a waiver of this requirement. 

It is further ordered , On the Commis¬ 
sion’s own motion, that Issues 6 and 9 
are amended to read as follows: 


6. To determine whether the instant 
proposal of Berkshire Broadcasting Cor¬ 
poration would provide the coverage of 
the city sought to be served, as required 
by § 3.188(b) (2) of the Commission rules, 
and if not, whether circumstances exist 
which would warrant a waiver of this 
requirement. 

9. To determine whether the instant 
proposal of United Broadcasting Co., 
Inc., would provide the coverage of the 
city sought to be served, as required by 
5 3.188(b)(2) of the Commission rules, 
and if not, whether circumstances exist 
which would warrant a waiver of this 
requirement. 

Released: December 23, 1959. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

[FR. Doc. 59-11150; Filed, Dec. 30, 1959; 
8:46 ajn.J 


f Docket No. 13326; FCC 59-1299] 

KDEF BROADCASTING CO. 

Order Designating Application for 
Hearing on Stated Issues 

In re application KDEF Broadcasting 
Co. (KDEF), Albuquerque. New Mexico, 
Docket No. 13326, Pile No. BP-12293; 
Has: 1150 kc, 1 kw, Day; Req: 1150 kc, 
500 w, 1 kw-LS, DA-N, U, for construc¬ 
tion permit. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington, D.C., on the 22d day of 
December 1959; 

The Commission having under consid¬ 
eration the above-captioned and de¬ 
scribed application; 

It appearing that except as indicated 
by the issues specified below, the instant 
applicant is legally, technically, finan¬ 
cially, and otherwise qualified to con¬ 
struct and operate the instant proposal; 
and 

It further appearing that pursuant to 
section 309(b) of the Communications 
Acrt of 1934, as amended, the Commis¬ 
sion, in a letter dated September 15,1959, 
and incorporated herein by reference, 
notified the applicant and any other 
known parties in interest, of the grounds 
and reasons for the Commission’s in¬ 
ability to make a finding that a grant of 
the application would serve the public 
interest, convenience and necessity; and 
that a copy of the aforementioned letter 
is available for public inspection at the 
Commission’s offices; and 

It further appearing that the appli¬ 
cant filed a timely reply to the afore¬ 
mentioned letter, which reply has not, 
however, entirely eliminated the grounds 
and reasons precluding a grant of the 
application and requiring an evidentiary 
hearing on the issues hereinafter speci¬ 
fied; and 

It further appearing that by amend¬ 
ment filed November 5, 1959, the instant 
applicant purported to show, by means 
of certain population statistics obtained 


from the Mountain States Telephone 
and Telegraph Company, that the pop¬ 
ulation in Albuquerque has substantially 
increased since the 1950 U.S. Census and. 
therefore, that the subject proposal 
complies with the provisions of § 3.28 
(c) (3) of the rules, regarding night¬ 
time operation, but this population data 
is unsupported by any map indicating 
the relationship of the normally pro¬ 
tected contour and the actual interfer¬ 
ence-free contour to the areas covered 
by the Telephone Conppany statistics, 
thereby rendering it impossible to deter¬ 
mine upon what data (Telephone Com¬ 
pany statistics or a combination thereof 
with 1950 U.S. Census figures) the entire 
area of concern is based; and 

It further appearing that by amend¬ 
ment filed November 5, 1959, the instant 
applicant purported to comply with 
§ 3.188 of the Commission rules, but it 
failed to demonstrate that the nighttime 
interference-free contour would ade¬ 
quately cover Albuquerque pursuant to 
the provisions of this section; and 

It further appearing that after consid¬ 
eration of the foregoing and the appli¬ 
cant’s reply, the Commission is still un¬ 
able to make the statutory finding that 
a grant of the application would serve 
the public interest, convenience, and 
necessity; and is of the opinion that the 
application must be designated for hear¬ 
ing on the issues specified below; 

It is ordered , That, pursuant to section 
309(b) of the Communications Act of 
1934, as amended, the instant applica¬ 
tion is designated for hearing, at a time 
and place to be specified in a subsequent 
order, upon the following issues: 

1. To determine the areas and popula¬ 
tions which may be expected to gain or 
lose primary service from the proposed 
operation of Station KDEF, Albuquerque, 
New Mexico and the availability of other 
primary service to such areas and popu¬ 
lations. 

2. To determine whether interference 
received from Station KSAL, Salina, 
Kansas would affect more than ten per¬ 
cent of the population within the nor¬ 
mally protected primary service area of 
the instant proposal of KDEF Broadcast¬ 
ing Company (BP-12293), in contraven¬ 
tion of 5 3.28(c)(3) of the Commission 
rules, and, if so. whether circumstances 
exist which would warrant a waiver of 
said section. 

3. To determine whether the instant 
proposal of the KDEF Broadcasting 
Company (BP-12293) would provide the 
coverage of the city sought to be served, 
as required by § 3.188(b) (2) of the Com¬ 
mission rules. 

4. To determine, in the light of the 
evidence adduced, pursuant to the fore¬ 
going issues, whether a grant of the in¬ 
stant application would serve the public 
Interest, convenience and necessity. 

It is further ordered , That, to avail it¬ 
self of the opportunity to be heard, the 
instant applicant, pursuant to § 1.140 of 
the Commission rules, in person or by 
attorney, shall, within 20 days of the 
mailing of this order, file with the Com¬ 
mission, in triplicate, a written appear¬ 
ance stating an intention to appear on 
the date fixed for the hearing and pre- 
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sent evidence on the issues specified in 
this order. 

Released: December 28,1959. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

|FR. Doc. 69-11152; Filed, Dec. 30. 1959; 
8:47 a.m.J 


(Docket No. 12788 etc.; FCC 59M-17641 

CHARLES J. LANPHIER ET AL. 

Notice of Conference 

In re applications of Charles J. Lan- 
phier, Golden Valley, Minnesota et al.. 
Docket No. 12788, File No. BP-11629, 
Docket Nos. 12792. 12795, 12796, 12797, 
12798, 12799, 12800, 12801, 12802, 12803, 
12805, 12905, 12906, 12907; for construc¬ 
tion permits. 

There will be a hearing conference re¬ 
lating to the nonengineering issues for 
the applications in Group A on January 
6,1960, at 10:00 a.m. 

Dated: December 22,1959. 

Released: December 23,1959. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

(FJR. Doc. 69-11153: Filed, Dec. 30, 1959; 
8:47 a.m.J 


(Docket No. 13330 etc.; FCC 59-1302] 

RADIO ATASCADERO AND CAL- 
COAST BROADCASTERS 

Order Designating Applications for 

Consolidated Hearing on Stated 

Issues 

In re applications of Jeanette B. 
Arment tr/as Radio Atascadero, Atasca¬ 
dero. California. Docket No. 13330, File 
No. BP-12068, Requests: 1490 kc, 100 w, 
U; Edward E. Urner and Bryan J. Cole¬ 
man, d/b as Cal-Coast Broadcasters, 
Santa Maria, California, Docket No. 
13331, File No. BP-12613, Requests: 
1480 kc, 1 kw. Day; for construction 
permits. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington, D.C., on the 22d day of De¬ 
cember 1959; 

The Commission having under con¬ 
sideration the above-captioned and de¬ 
scribed applications; 

It appearing, that except as indicated 
by the issues specified below, both ap¬ 
plicants are legally, technically, finan¬ 
cially, and otherwise qualified to con¬ 
struct and operate their instant 
proposal; and 

It further appearing that pursuant to 
section 309(b) of the Communications 
Act of 1934, as amended, the Commission 
in a letter dated July 7, 1959, and in¬ 
corporated herein by reference, notified 


the instant applicants, and any other 
known parties in interest, of the grounds 
and reasons for the Commission’s in¬ 
ability to make a finding that a grant of 
either of the applications would serve 
the public interest, convenience, and 
necessity; and that a copy of the afore¬ 
mentioned letter is available for public 
inspection at the Commission’s offices; 
and 

It further appearing that the instant 
applicants filed timely replies to the 
aforementioned letter, which replies 
have not. however, entirely eliminated 
the grounds and reasons precluding a 
grant of the said applications and re¬ 
quiring a hearing on the particular 
issues hereinafter specified; and in which 
the applicants stated that they would 
appear at a hearing on the instant ap¬ 
plications; and 

It further appearing that after con¬ 
sideration of the foregoing and the ap¬ 
plicants’ replies, the Commission is still 
unable to make the statutory finding 
that a grant of the applications would 
serve the public interest, convenience, 
and necessity; and is of the opinion that 
the applications must be designated for 
hearing in a consolidated proceeding on 
the issues specified below; 

It is ordered , That, pursuant to section 
309(b) of the Communications Act of 
1934, as amended, the instant applica¬ 
tions are designated for hearing in a con¬ 
solidated proceeding, at a time and place 
to be specified in a subsequent Order, 
upon the following issues: 

1. To determine the areas and popula¬ 
tions which would receive primary serv¬ 
ice from the proposed operations and the 
availability of other primary service to 
such areas and populations. 

2. To determine the nature and extent 
of the interference, if any, that each of 
the instant proposals would cause to and 
receive from each other and all other 
existing standard broadcast stations, the 
areas and populations affected thereby, 
and the availability of other primary 
service to the areas and populations in¬ 
volved in the interference between the 
proposals. 

3. To determine whether interference 
received from the proposed operation of 
Cal-Coast Broadcasters would affect 
more than ten percent of the population 
within the normally protected primary 
service area of the instant proposal of 
Radio Atascadero, in contravention of 
§ 3.28(c) (3) of the Commission rules, 
and, if so, whether circumstances exist 
which would warrant a waiver of said 
section. 

4. To determine in the light of section 
307(b) of the Communications Act of 
1934, as amended, which of the instant 
proposals would better provide a fair, 
efficient and equitable distribution of 
radio service. 

5. To determine, in the light of the evi¬ 
dence adduced pursuant to the foregoing 
issues which, if- either, of the instant 
applications should be granted. 

It is further ordered , That, in the 
event of a grant of the application of 
Radio Atascadero, the construction per¬ 
mit shall contain the condition that pro¬ 


gram tests will not be authorized until 
the permittee has submitted field in¬ 
tensity measurements, taken in compli¬ 
ance with the Commission rules, estab¬ 
lishing that the radiation has been 
reduced to substantially 47.5 mv/m as 
proposed. 

It is further ordered. That, to avail 
themselves of the opportunity to be 
heard, the applicants herein, pursuant 
to § 1.140 of the Commission rules, in per¬ 
son or by attorney, shall, within 20 days 
of the mailing of this order, file with the 
Commission, in triplicate, a written ap¬ 
pearance stating an intention to appear 
on the date fixed for the hearing and 
present evidence on the issues specified 
in this order. 

It is further ordered , That, the issues 
in the above-captioned proceeding may 
be enlarged by the Examiner, on his own 
motion or on petition properly filed by a 
party to the proceeding, and upon suf¬ 
ficient allegations of fact in support 
thereof, by the addition of the following 
issue: To determine whether the funds 
available to the applicant will give rea¬ 
sonable assurance that the proposals set 
forth in the application will be effectu¬ 
ated. 

Released: December 28,1959. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

IF.R. Doc. 59-11154; FUed, Dec. 30. 1959; 

8:47 a.m.] 


FEDERAL POWER COMMISSION 

[Docket No. G-20445, etc.] 

ESTATE OF LYDA BUNKER HUNT 
ET AL. 

Order Providing for Hearings and 
Suspending Proposed Changes in 
Rates 1 

December 23,1959. 

In the matters of Estate of Lyda 
Bunker Hunt. Docket No. G-20445; Sin¬ 
clair Oil & Gas Company, Docket No. 
G-20446; Sun Oil Company, Docket No. 
G-20447; Continental Oil Company, 
Docket No. G-20448; J. M. Huber Cor¬ 
poration, Docket No. G-20449; H. L. 
Hawkins and H. L. Hawkins, Jr. (Op¬ 
erator), et al.. Docket No. G-20450; 
Texaco Inc., Docket No. G-20451; Pan 
American Petroleum Corporation, Docket 
No. G-20452; Alvin C. Hope (Operator) 
et al., Docket No. G-20453; Bruce Ander¬ 
son, et al., Docket No. G-20454; Secure 
Trusts,. Docket No. G-20455; Claude M. 
Langton. Trustee, Docket No. G-20456. 

The above-named respondents have 
tendered for filing proposed changes in 
presently effective rate schedules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The pro¬ 
posed changes are designated as follows: 


1 This order does not provide for the con¬ 
solidation for hearing or disposition of the 
several matters covered herein, nor should it 
be so construed. 
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Docket 

No. 

Respondent 

Rate 

Supple- 

Purchaser and producing area 

Notice of 

Date 

tendered 

Effective 
date * 

Rate 

Cents per Mcf. 

sched¬ 

ule 

No. 

ment 

No. 

change 

dated— 

unless 

sus¬ 

pended 

sus¬ 

pended 

until— 

Rate in 
effect 

Proposed 

increased 

rate 

0-20445.. 

Estate of Lyda Bunker 
Hunt. 

2 

6 

Trunkline Gas Co. (Clear Creek Field, Allen 
and Beauregard Parishes, La.). 

Undated 

11-23-59 

1- 1-50 

6- 1-60 

* 18,1 

“18.3 

G-20410. - 

Sinclair Oil Gas Co. 

151 

1 

Colorado Interstate Gas Co. (Greenwood Field, 
Baca County, Col.). 

11-23-5© 

11-24-59 

12-25-59 

5-25-59 

•15.0 

44 16.0 

G-20447.. 

Sun Oil Co.. 

89 

7 

Trunkline Gas Co. (Clear Creek Field, Allen 
and Beauregard Parishes, La.). 

11-19-59 

11-23-59 

1- 1-60 

6- 1-60 

•18.1 

n 18.3 

G-20448. _ 

Continental Off Co.. 

140 

3 

Cities Service Gas Co. (Rhodes Field, Barber 
County, Kans.). 

11-18-59 

11-23-59 

12-24-59 

5-24-60 

12.0 

44 13.0 

0-20449 _. 

J. M. Huber Corp. 

39 

2 

Cities Servloc Gas Co. (Barber County, Knns.). 

Undated 

11-23-59 

12-24-59 

5-24-60 

12.0 

14 13 0 

G-20450. - 

H. L. Hawkins and H. L. 
Hawkins, Jr. (Operator) 
et aL 

Texaco Inc. 

13 

7 

TrunkUne Gas Co. (S. Epps Field, E. and W„ 
Carroll Parish, La.). 

11-19-59 

11-23-59 

1- 1-60 

6- 1-60 

»18.1 

u 18.3 

0-204x51.. 

123 

2 

Lone Star Gas Co. (Golden Trend Field, Garvin 
and McClain Counties, Okla.). 

Undated 

11-25-59 

12-26-50 

4 5-26-59 

11.0 

44 16.8 

G-20452.. 

Pan American Petroleum 
Corp. 

234 

2 

El Paso Natural Gas Co. (Jalram and Eumont 
Fields. Lea County. N. Mex.). 

11-18-59 

11-23-50 

1- 1-60 

♦6- 1-60 

10.5 

“ H. 0686 

0-20452.. 

Pan American Petroleum 
Corp. 

249 

3 

El Paso Natural Gas Co. (Crosby-Devonian 
Field, Lea County, N. Mex.). 

11-18-59 

11-23-59 

1- 1-60 

»fr- 1-GO 

10.5 

44 15.0680 

0-20453 

Alvin C. Hope (Operator) 
et al. 

1 

2 

West Lake Natural Gasoline Co. (Ncna Lucia 
Field. Nolan County, Tex.). 

11-20-59 

11-23-59 

1-22-60 

•1-23-60 

5.5 

44 6.9918 

0-20454.. 

Bruce Anderson, et al_ 

* 2 
2 

1 

Colorado Interstate Gas Co. (Greenwood Field, 
Morton County, Kans.). 

11-18-58 

Un¬ 

dated. 

11-23-59 

11-23-59 

12-24-59 

12-24-5© 

5-24-60 

5-24-60 

<*) 

“16.0 

G-20455.. 

Secure Trusts. 

2 

6 

Trunkline Gas Co. (Clear Creek Field, Allen 
and Beauregard Parishes, La.). 

.—do. 

11-23-59 

1- 1-60 

6- 1-60 

44 18.1 

»18,3 

0-20456.. 

Claude M. Langton, Trustee 
-1- 

1 

6 

_do.. 


11-23-59 

1- 1-60 

6- 1-60 

» 18.1 

u 18.3 


* The proposed new rate schedule supersedes M. A. Mach ris and Bruce Anderson 
FPC Gas Bote Schedule No. 1, os amended, and Cities Service Oil Company (Oper¬ 
ator) et al. FPC Gas Rote Schedule No. 87, insofar as the latter rote schedule is 
applicable to respondents’ interests. The rates in cflect un der these two rate sched¬ 
ules are 12.0 cents and 15.0 cents respectively. 

* T he staled effective dates are those requested by respondents, or the first day after 
the expiration of statutory notice, whichever is later. 

• Or until Ore months after deliveries of gas commence under the certificates granted 
in the matters of Phillips Petroleum Company, et ul., Docket Nos. G-17897 et al., 
if later. 

• Or until five months after the rates suspended in Docket Nos. G-18417and G-18418 
are made effective, if later. 


• Or until one day after the rate suspended In Docket No. G-19150 is made effective, 
if later. 

• Rate In effect subject to refund In Docket No. G-17162. 

• Subject to BTU adjustment. 

• Rate in effect subject to refund in Docket No. G-17346. 

*♦ Rate in effect subject to refund in Docket No. G-17307. 

** Rate in effect subject to refund in Docket No. G-17161. 

11 Rate in effect subject to refund in Docket No. 0-17104. 

»* Pressure base is 15.025 psia. 

44 Pressure base is 14.65 psia. 


In support of their proposed periodic 
rate increases. Estate of Lyda Bunker 
Hunt (Hunt), Sun Oil Company (Sun), 
H. L Hawkins and H. L. Hawkins, Jr., 
(Operator) et al. (Hawkins), Secure 
Trusts and Claude M. Langton, Trustee 
(Langton) cite their contracts and state 
that the periodic price increase provi¬ 
sions are integral parts of the contracts, 
which resulted from arm’s-length nego- 
tions. Sun and Hawkins add that the 
increased prices do not exceed the fair 
value of gas in the area. Hunt, Secure 
Trusts, and Langton further state that 
such pricing arrangements are common 
in long-term contracts, the increase ful¬ 
fills a contract obligation, and the dis¬ 
allowance thereof would constitute depri¬ 
vation of property without due process 
of law. 

In support of its proposed renegotiated 
increased rate. Sinclair Oil & Gas Com¬ 
pany submits copies of the renegotiated 
agreement and states that the increased 
price was arrived at after arm’s-length 
bargaining, will not result in an excessive 
rate, and will assist in obtaining a just 
and reasonable rate. 

In support of their proposed periodic 
rate increases. Continental Oil Company 
and J. M. Huber Corporation (Huber) 
cite their contracts and state that the 
proposed rates are not out of line with 
others being paid in the area (for initial 
services) and denial thereof would be 
discriminatory. Huber adds that the in¬ 
creased price is an indivisible part of the 
original contract which resulted from 
arm’s-length bargaining. 


In support of its proposed favored- 
nation rate increase, Texaco Inc. 
(Texaco) cites its contract and an initial 
rate for sales authorized by the Com¬ 
mission’s order issued September 18,1959, 
in the matters of Phillips Petroleum 
Company, et al.. Docket Nos. G-17897, 
et al. Texaco adds that its contract was 
negotiated at arm’s length and that the 
increased rate will provide revenues for 
further exploration and will partially 
compensate for increasing costs of de¬ 
velopment, operations, and maintenance. 

In support of its proposed favored- 
nation rate increases, Pan American 
Petroleum Corporation (Pan American) 
cites its contracts and the proposed rate 
increases of Phillips Petroleum Company 
which were suspended in Docket Nos. 
G-18417 and G-18418. Pan American 
further states that the increased prices 
are a matter of contractual obligation 
under contracts resulting from bargain¬ 
ing at arm’s length and denial thereof 
would be unfair and unreasonable and 
would deprive property without due 
process. 

In support of its proposed revenue¬ 
sharing rate increase, Alvin C. Hope (Op¬ 
erator) , et al. (Hope) cites his contract 
and a rate increase for Hope’s revenue 
sharer. West Lake Natural Gasoline 
Company. The increased rate of the 
revenue sharer was suspended in Docket 
No. G-19156 until January 22, 1960, and 
until such further time as it is made ef¬ 
fective in the manner prescribed by the 
Natural Gas Act. Hope states that the 
increased rate is fair and equitable and 


comparable to others in the area. Hope 
further states that the gas is from oil 
wells which are declining in production 
as costs of operation increase. 

Bruce Anderson, et al., offers no sup¬ 
port for its renegotiated increased rate. 

The increased rates and charges so 
proposed have not been shown to be jus¬ 
tified, and may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds: It is necessary 
stn d proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 
mission enter upon hearings concerning 
the lawfulness of the several proposed 
changes and that the above-designated 
supplements and rate schedule be sus¬ 
pended and the use thereof deferred as 
hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules 
of practice and procedure and the regu¬ 
lations under the Natural Gas Act (18 
CFR Ch. I), public hearings shall be 
held upon dates to be fixed by notices 
from the Secretary concerning the law¬ 
fulness of the several proposed increased 
rates and charges contained in the 
above-designated supplements and rate 
schedule. 

(B) Pending hearings and decisions 
thereon, each of the aforementioned sup¬ 
plements and rate schedule is suspended 
and the use thereof deferred until the 
time Indicated in the above-designated 
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“Rate Suspended Until” column, plus 
footnotes thereto, and thereafter until 
such further time as it is made effective 
in the manner prescribed by the Natural 

Gas Act. 

(C) Neither the supplements nor rate 
schedule hereby suspended, nor the rate 
schedules sought to be altered thereby, 
shall be changed until these proceedings 
have been disposed of or until the pe¬ 
riods of suspension have expired, unless 
otherwise ordered by the Commission. 

(D) Interested State commissions may 
participate as provided by §§1.8 and 
1.37(f ) of the Commission’s rules of prac¬ 
tice and procedure. 

By the Commission. 

Michael J. Farrell, 
Acting Secretary . 

[F.R. Doc. 69-11121; Filed. Dec. 30. 1959; 

8:45 a.m.] 


DEPARTMENT OF COMMERCE 

Maritime Administration 

[Docket No. S-103] 

MOORE-McCORMACK LINES, INC. 

Notice of Application and of Hearing 

Notice is hereby given of the applica¬ 
tion of Moore-McCormack Lines, Inc., 
for written permission of the Maritime 


Administrator, under section 805(a) of 
the Merchant Marine Act, 1936, as 
amended. 46 U.S.C. 1223, for its owned 
vessel, the SS MORMACSUN, which is 
under time charter to States Marine 
Lines to engage in one intercoastal voy¬ 
age commencing at United States North 
Pacific ports on or about January 15, 
1960, to load a full cargo of lumber 
and/or lumber products for discharge at 
United States Atlantic ports. This ap¬ 
plication may be inspected by interested 
parties in the Office of Government Aid, 
Maritime Administration. 

A hearing on the application has been 
set before the Maritime Administrator 
for January 6,1960, at 9:30 a.m.. e.s.t., in 
Room 4519, General Accounting Office 
Building, 441 G Street NW., Washington 
25, D.C. Any person, firm, or corpora¬ 
tion having any interest (within the 
meaning of section 805(a)) in such ap¬ 
plication and desiring to be heard on 
issues pertinent to section 805(a) must, 
before the close of business on January 5. 
1960. notify the Secretary, Maritime Ad¬ 
ministration in writing, in triplicate, 
and file petition for leave to intervene 
which shall state clearly and concisely 
the grounds of interest, and the alleged 
facts relied on for relief. Notwithstand¬ 
ing anything in Rule 5(n) of the rules 
of practice and procedure. Maritime Ad¬ 
ministration, petitions for leave to inter¬ 
vene received after the close of business 


on January 5, 1960, will not be granted 
in this proceeding. 

Dated: December 28, 1959. 

James L. Pimper, 
Secretary . 

(F.R. Doc. 59-11151; Filed. Dec. 30, 1959; 
8:46 a.m.J 


Office of the Secretary 
LAWRENCE H. ZAHN 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28. 
1955, the following changes have taken 
place in my financial interests as re¬ 
ported in the Federal Register during 
the last six months: 

A. Deletions: U.S. Plywood, Beech Aircraft. 

B. Additions: Upjohn, Miles Laboratories, 
Thiokol. 

This statement is made as of December 
3. 1959. 

Lawrence H. Zahn. 
December 17,1959. 

[F.R. Doc. 59-11144; Filed, Dec. 30. 1959; 
8:45 am.] 
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